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Modernists’ Attacks on Savings: Inflation and Credit Controls 
A Rejoinder By JOSEPH M. DODGE* 


President, American Bankers Association 
By WALTER E. SPAHR* 


President, The Detroit Bank, Detroit, Mich. 
Professor of Economics, New York University ABA head,after pointing out need of wise direction and self-control 
Executive Vice-President, Economists’ National Committee 


; of credit expansion, blames Government policies for fostering infla- 
on Monetary Poliey tion, though urging measures against it. Sees tendency to put infla- 
Dr. Spahr attacks Keynes’ theories belittling economic value of 


tion blame on banks so as to install more credit controls. Lays 
savings. Holds idea, as followed by New Deal, has caused cur- enlarged volume of bank credit to high prices, and asserts, since 
rency depreciation and other economic ills. Elaborates virtues of 


Federal Reserve has not fully used all powers granted to it to con- 
saving and denies practical possibility of oversaving. Favors 


trol credit expansion, there is no need for enactment of additional 
free and fair competition as against government planned economy. credit control legislation. 
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What Price 
Easy Money! 


By SHERWIN C. BADGER* 
Second Vice-President and Finan- 
cial Secretary, New England 
Mutual Life Insurance Co. 





Mr. Badger lays inflation to low 
interest rates. Says deficit spend- 
ing is harmful and leads to dis- 
aster. Calls Federal Reserve peg- 
ging of government bond mar- 
ket costly to Treasury and people. 
I know some of the things I am 
going to say are highly controver- 
sial. However, I take a certain 
amount of courage from a remark 


which the 
Provost of 


As some of you may know, for the last year or more, at the 
various bankers meetings around the country, I have been talking 
| about the fundamental principles of our business and the relation- 
An atmosphere has' ship of these to the conditions of the times and the problems of the 
— eee @davy. The basic : ° 
i theme of these : 
comments has 
been the dan- 


Recent years have brought attacks on savers and savings in the 
United States in a degree and in ways apparently never before seen 
in our history. 

The attacks have come from various angles. 

. been devel-<¢ 


the | 
that EDITORIAL 











oped to 
effect 


Harvard Uni- 
versity re- 
cently made 
when __§intro- 
ducing former 
Vice - Presi- 
dent Wallace. 
‘Centr @ - 
versy,” the 
Provost _ said, 
“is the essence 
of freedom.” I 
take it that as 


savers and ac- | 
cumulators of 


wealth in the 


United States | 


are anti-social 
and that vir- 


tue lies with | 


spenders and 
with the dis- 


sipators of apparently accepts and repeats much of the popular dogma 


|in support of large scale political bribery with which we find 


wealth. Some 
of the attacks 


have been on | 


As We See It 


A Breath of Fresh Air 


At points the President’s Committee on Foreign Aid in| pansion of the 
its current report on European recovery and American help | se of private 


lger to the 
economy from 
|the banks’ 
/permitt'ng an 
|unwise or ex- 
|travagant ex- 


credit and tke 
danger to the 
future cf the 


ourselves quite out of sympathy. In other sections, however, | banking bus:- 


this 
take 


(ness if 


the ground| 
should 


that there is 
an undesir- | 
able concentration of wealth. | 
Some have been in accordance 
with the basic principles of Social- 
ism. Some have been on the 
grounds that there was oversaving 
prior to the business recession be- | 
ginning in 1929 and that these | 
oversavings were a major factor 


it brings the notion of American aid down to earth in a way 
which we believe will earn the admiration and gratitude of | jijce. 
realists everywhere—outside of Russia, that is. In this re-| Soon after the Convention in 
spect, and in the degree that it gets its feet on the ground Atlantic City, I attended the lowa 
and keeps them there, this group and the able American | B@™kers Association meeting held 
at : ‘ : at Des Moines. At their meeting, 
citizens who compose it have made a real contribution to an |] tolg them that in my opinion 
understanding of present-day world problems. there are two issues creeping up 
Where else has there been such plain common sense so (Continued on page 30) 


am plainly spoken as in these sentences: ’ oom 
i hin a “Postwar experience has abundantly proved that I By 0, Se 
eer — jg tent ocatted money demand is vastly in excess of the supply of goods, the ‘ference of the Trust Division of 
etiihath- didi ethiied aad Gash effects of ‘repressed inflation’ are almost as bad as the dis- the American Bankers Association, 
a" ease itself. Germany is merely the most horrible example | Chicago, Hl, Nov. 6, 1947. 


Conti é ; a . “ia 
oe oe eee oa of an attempt to restore economic life without giving people | 


 *An address by Dr. Spahr be- 'a money they can trust. In this situation, the rapid spread 
fore the Ohio Savings and Loan | (Continued on page 23) 

League, Columbus, Ohio, Nov. 11, | oo _ — 

1947, 


free men we 
all of us are 
interested in 
exploring 
various viewpoints in the hope 
that as a result we may come 
nearer to the truth. The search 
for truth, I believe, has much to 
do with the preservation of our 
freedom. 

The nvarticular conclusions I 


(Continued on page 24) 
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*An address by Mr. Badger be- 
fore the National Association of 
Mutual Savings Banks, New York 
City, Nov. 10, 1947. 
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Debt Management and Government Securities Prices 


By H. FREDERICK HAGEMANN, JR.* 
Presideat, National Rockland Bank, Boston 


After noting the heavy increase in currency and bank deposits as inflationary factor, due to Treasury 

war financing, Mr. Hagemann expresses belief shar» credit restrictive measures such as follow2d World 

War I will not come in present period. Sees pres 2nt move of Federal Reserve aimed at more str:ngent 

credit control accomplishing little, unless contraction of reserve bank credit more than offsets both 
the expansion occurring in privaie credit and the inflow of gold. 


A great deal has been said of late about high prices of commedities and the high cost 


of living. 


Congressional investigations have been held into the reasons for the high-price 


level, but little public attention has been given to one of the main causes of the upsurge in 





prices, name-? 
ly the 
mendous in- 
crease _ that 
has occurred 
in the means 
of payment; 
(1) Currency 
in circulation 
and (2) Bank 
Deposits. 

A study of 
history clear 
back to the 
time of the 
Greeks and 
Romans re- 
flects that at 
any time 
there is a general increase in the 
price level of the economy of any 
country, and where the relation- 
ship between the prices of various 
commodities stays the same, that 
it is logical to look to fiscal and 
monetary factors as to the price 

“An address by Mr Hagemann 
before Northeastern Federal Sav- 
ings League, Swampscott, Mass., 
Oct. 6, 1947. 


rise, rather than to the supply and 
demand factors in any given in- 
dustry or commodity. Sharp in- 
creases in grain prices, for in- 
stance, while influenced some- 
what by supply and demand, by 
crop conditions, and by govern- 
ment buying for shipment to 
Europe, are basically a reflection 
of the deterioration of the pur- 
chasing power of the dollAr. The 
Chicago Grain Exchange was crit- 
icized as being responsible for the 
high grain prices, and that is rem- 
|iniscent of the time back in the 
/Greek Empire when a number of 
'grain speculators were put to 
death for increasing the price of 
grain and the government officials 
were very much chagrined, after 
having put them to death, that 
grain prices continued to rise be- 
cause of basic difficulties in the 
Greek currency. 


World War II Financing 


That part of the cost of the war 
that could not be raised by taxa- 
tion or thru the sale of bonds to 
non-commercial bank _ investors 


tre- 





H. F. Hagemann, Jr. 





had to be secured thru the sale 
of bonds to commercial banks. 
This borrowing by the govern- 
ment from the commercial banks 
greatly increased bank deposits, 
particularly during and immedi- 
ately following the war. In order 
for the commercial banks to be 
in a position to absorb large 
amounts of governments, Federal 
Reserve Credit had to be greatly 
expanded. 

Since the end of the war bor- 
rowing by private corporations, 
individuals, and states and munic- 
ipalities has created additional 
new bank deposits. 

According to the July, 1947 
Federal Reserve Bank Statistical 
Chart Book the combined total of 
all deposits of all banks in the 
United States, and all currency in 
circulation, increased from $78 
billion on Jan. 1, 1942 to $165 bil- 
lion on Jan. 1, 1947. In 1929 the 
total means of payment had a cor- 
responding high of just under $60 
billion. 

The officials of the Federal Re- 

(Continued on page 22) 


Preliminary Outlook for 1948 


By JOHN H. G. PELL 


President, Wall Street Investing Corporation 


Holding it is logical to expect a long stalemate invelving this country in continued heavy armament 
expenditures, heavy coal and grain exports, continued foreign gifts and diplomatic disappointments, 
Mr. Pell predicts Federal fiscal policies will be less deflationary in 1948, investment in plant and 
equipment will be at high levels, and overall production will not be increased. Foresees some signifi- 


cant technological changes. 


World movements are measured in decades rather than in weeks: since a trend. once 
started, may be expected to continue for a considerable lapse of time, the split of the 
world into two hostile camps, is likely to become more easily recognizable as the years 


roll by. At 
present, the 
United States, 
leader of the 
liberal - cap- 
italistic sec- 
tion, possesses 
unchallen g e- 
able military, 





© 
|denouement in the nearby future, 
(a financial crisis here, a revolu- 
tion there, a major war engulfing 


| pect a long drawn out stalemate 
'which will involve this country in 
continued heavy armament 
produc ti ve, |penditures, continued exports of 
and financial | grain and coal, continued gifts to 
strength, but | friendly governments, and con- 
there are ‘tinued diplomatic disappoint- 
weaknesses in | ments. 

our armour | During the long period of the 
which our So- cold war, some mitigation of the 
viet opponents 'gloom and discouragement will 
may be ex- |result from the tremendously im- 
pected to see | proved methods of interoceanic 
and fully exploit. De Tocqueville | travel and communication, the de- 
remarked that democracies are | velopment of tariff unions, and 
not well suited to the conduct of | exploitation of the opportunity to 
foreign affairs, because they lack encourage tourist travel both in 
speed, mobility, and continuity.) the British Isles and on the con- 
The Soviets have a particular ap- | tinent. 

peal for the underprivileged, em-| 
bittered, and hungry, and unfor-| 
tunately, there are many millions| There are social-political trends 
of such people in central Eurove | which, like other world move- 


and in Asia today. ments, are slow to start, slow to 
——oeeeeeeeeeeeeeeertOoT __"”~_ OOOooooeeeeeeeeeeoeoeoeoeleleoeo 
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| Members N. Y. Stock Exchange and Other Principal Exchanges 


all, it may be more logical to ex- | 


Instead of expecting a dramatic change their course. The eco- 


nomic outlook is profoundly af- 


fected by these trends which have | 


a way of cutting across party lines 
and lasting longer than any group 
who may attain temporary politi- 


| cal success. 


ex- | 





Looking at population statistics. 
for example, you observe that 
there are about 143 million people 
in the United States, quite even- 
ly divided hetween men _ and 
women (although a surplus of 
6% of men in 1910 had declined 
to 0.7% in 1940, and may have be- 
come a slight deficit by now) and 
also divided (by statisticians) into 
about 46 million “spending units.” 

The increase in the population 
has been steady since the census 
was first taken, but whereas, dur- 
ing the period between the Civil 
War and World War | a large part 


.of the increase resulted from im- 


migration, this source of new 
blood has declined to a trickle: 
in the recent past the population 
increase has been caused by a 


(Continued on page 29) 
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The Dow Theory Not a ‘‘Gadget’’ 


To Be Followed Blindly 


By THOMAS W. PHELPS 


Partner, Francis 


I. du Pont & Co. 


Members, New York Stock Exchange 
Mr. Phelps, noting balanced opinions on stock market trend, denies 


Dow theery is to be used blindly. 


Says wide latitude is left for indi- 


vidual judgment in its application. Lists reasons for expecting 
higher prices, as: (1) high production level; (2) good outlook for 
profits; (3) lew average of industrial stocks on basis of 1947 
earnings and assets; (4) high dividend returns compared to bond 
yields; and (5) large demand for risk capital in relation to supply. 
Concludes “bears seem to b2 risking more than bulls.” — 


For more than a year the 


Dow-Jones 


industrial and railroad 


stock averages have refused to penetrate jointly either their October 


1946, lows of 160.49 and 44.00, respectively, or their F 
On May 19, 


highs of 184.96 and 53.65. 


a verdict for 
the bears by 
elling uowal 
o 40.43 but 
he industrials 
yalked at 
‘61.38.On July 
'5, 1947, the 


ndustrials at- 

“mpted to 
find for the 
bulls by ris- 
ing to 187.66 
but the rails 
curned back at 
51.92. 

There re- 
sults one of 
the longest 
periods of inconclusive price 
movements on record. When the 
averages finally do break through 
together, the ensuing advance or 
decline is likely to be unusual too. 
The market is not so giddy that 
it takes a year to t ready just to 
go shopping. 

It is the hardest thing in the 
world to tell in advance which 
way the stock market will emerge 
from a trading range. Price fluc- 
tuations within such a range often 





Thomas W. Phelps 


oa 
a= 


ire meaningless or misleading. 
The very existence of a trading 
vange is evidence that moneye< 


pinion is evenly balanced as be- 
tween those expecting higher and 
lower prices. Facing such a prob- 
lem the investor may wait for the 
averages to agree, or he may fall 
yack on Dow's dictum that. “The 


yne way to forecast the market is 
to comprehend the tendency o 


2vents both as applied to genera 
yusiness and as they bear upon 


any stock in which dealings are 
contemplated.” 

To. wait for the averages to 
confirm a bull market in the 
present situation means to hold 
cash until the industrials and 


rails jointly sell above 187.66 and 
53.65, respectively. To buy before 
that happens, on the basis of sup- 
posed comprehension of the ten- 
dency of events, means to risk in- 
curring whatever losses may de- 
velop while the industrials and 
rails are declining through 160.49 
and 40.43, respectively, in ex- 
change for gaining whatever prot- 
its are to be found en route to 
187.66 and 53.65. The former pol- 
icy means shutting one’s eyes to 
all profit possibilities in the year- 
old trading range in exchange for 
eliminating all risk of loss in that 
same area. The latter’ policy 
means taking a calculated risk. 
The closer purchases are made to 
the lower side of the trading 
range the less is the risk of loss 
in relation to the chance of profit 


‘ebruary, 1947 
1847, the rails tried to bring in 


i cscnli 
in event the market advances t 
the upper side of the tradin: 
range. 

Latter-day interpreters of the 


Dow theory notwithstanding, Dow 
never intended to create a techni- 
cal “gadget” to be followed 
blindly. He was trying to improve 
economic thinking, not to obviate 
it. Hence it should not be sur- 
‘prising to find at times that the 
Dow theory leaves wide latitude 
for individual judgment, as in the 
present instance (between the 
October, 1946-May, 1947, lows and 
the February, 1947-July, 1947. 
highs) though setting limits be- 
yond which one’s errors of judg- 
ment may not take him. 

If we grant that it is not ‘“‘unor- 
thodox” for a Dow theorist to 
think, we are ready to conside1 
some of the influences which may 
determine whether the stock mar- 
ket finally will emerge upwards or 
downwards from the past year’s 
trading range. Here are five rea- 
sons for expecting the ultimate 
triumph of the bulls: 


(1) The outlook for a high 
fevel of production and trade 
eems good. Deferred demand 
for durable and_= semi-durable 
gcods at home, foreign demand 
nace effective by the Marshall 
Plan, and the necessity to main- 
tain armaments point toward a 
cont-nued high level of industrial 
activity during 1948. 

(2) The outlook tor profit mer- 
cins seems at least fai Probably 
the greatest threat to them. and toe 
eur whole free enterprise svstem. 
is the CIO-spoinso) »d drive tor 
price controls in peacetime, be- 
cause if the CIO ever gets in po- 
sition to dictate both wages and 
rrices it will be in position te 
cecide how much, if any, profit 
to leave between the _ two. It 


seems unlikely that a Republican 
Congress will nermit anything of 
that sort in 1948. The higao level 
of industrial activity indicated f{o1 
the coming year argues aga nst a 
commodity price collapse which 
nisht wipe out operating profits 
with inventory losses. A _ bette 
balance between supply and de- 
mand in some lines may put pres- 
sure on some prices, but the same 
influences should make more 
efficient production due: both to 
flow materials 


for 


an improved ot 

and to increased productivity on 
the part of labor. Some incustriés 
report improvement along both 
‘ines already. 

(3) No matter how bright the 
outlook for business and profits 
the stock market may decline if 

(Continued on page 27) 
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What the Marshall Plan Involves 


By HON. ROBERT A. TAFT* 
U. S. Senator srom Ohio 


Republican leader, asseriing Marshall Plan is inflationary and implies continuation of high taxation, 


urges it be care‘ully considered with view to effects on our economy. 


Lays blame for terrible world 


economic conditions on Adminisiration’s foreign policy and charges enormous waste in foreign aid and 


domestic goverrment expenditure. 
burden already endangers our free economy. 


Europe “in reasonable amounts.” 


Criticizes President’s Economic Council and points out present tax 
Opposes return to price controls, but advocates aid to 


The President has called us in special session next week to deal with two matters 
which were not before the regular session—-the rapid increase in prices during the past 


four months and the question 
removea ¢ 
nearly all 
price control! 
before the 
Republicans 
took over on 
Jan. 1 of this 
year, although 
he could have 
continued it in 
many fields 
until July 1. 
1i19¢47.Up to 
Junethere 
was. reason- 
able belief 
that prices 
and wages had 
reached a 
point of stabilization — until the 
failure of the corn crop, the fail- 
ure of European crops, and the 
tremendous effect of a greatly 
expanded export demand. Since 
Congress adjourned prices have 
resumed their rise, particularly in 
the agricultural field. I fully 
agree with the President that the 
situation is a serious one for 
many families in this country and 
that definite changes in govern- 
ment policy are called for, most 
of them executive rather than 
legislative 

As far as the President’s re- 
quest for more European relief is 
concerned, the Congress at its 
first session avpropriated what 
was requested by the Administra- 
tion up to July, and included in 
the $36 billion budget about $4 
billion for Europe. 

At the special session of Con- 
gress I do not see how we can 
confine our consideration to the 
questions of inflation and emer- | 
gency aid to Europe. I do not 
understand how we can intelli- 
gently consider either of these 
problems without analyzing what 
is proposed in the more perma- 
nent Marshall Plan, and also con- 
sidering the effeci of the present 
huge government expenditures 
and the corresponding tax bur- 
den on prices and business activi- 
ty. I do not say that we can or 
should comnlete these matters be- 
fore Christmas, but they must 


Robert A. Taft 


“An address by Senator Taft be- 
fore the Ohio Society of New 
York, New York City, Nov. 10, 
1947. 


' gram 
| questions 


of emergency aid to Europe. 





surely be given consideration in 
order to reach an intelligent con- 
clusion on prices and emergency 
aid. 


Marshall Plan Inflationary 


The Marshall Plan is, of course, 
inflationary and means that prices 
will be higher than they other- 


| wise would be. The very threat of 


the plan has contributed to the 


| price rise. The emergency aid pro- | 
many of the same} 


raises 
which must be dealt 
with in providing permanent aid. 
When the President spoke of 
emergency aid to the Congres- 
sional leaders in September, it 
was apparently confined to 
enough food, fuel and fertilizer 
to carry France and Italy through 
the winter. More than half the 


The President himself had 


,at all instead of drifting with the 
| tide. 

The so-called Marshall Plan 
presents a complicated mixture 
of fcreign and domestic policy. 
lt involves huge taxes from the 
American people and government 
expenditures. It affects the prices 
to be paid by 40 million families. 
How far shall we make a present 
to other peoples of the fruits of 
our labors? Do the advantages to 
be gained in foreign policy out- 
weigh the disadvantages at home? 
We have seen in the past three 
months the development of a 
carefully planned propaganda for 
the Marshall Plan, stimulated by 
the State Department by wide- 
spread publicity and by secret 
meetings of influential people in 
Washington and Hot Springs. 








funds required for that program 
were found without Congressional | 
ection. 

The emergency plan now pre- | 
sented calls for a much greater | 
sum and covers all. kinds of | 
sistance to France and Italy, in- 
creased sums for the occupied 
areas, and the taking over in full 
of the British obligations in the 
British zone in Germany. In fact, 
for France and Italy it seems to 
be a six-months’ edition of the 


as- 





Yet only two weeks ago Secre- 
tary Marshall himself pointed out 
that there was as yet no Marshall 
Plan at all. We knew only what 
the foreign nations had asked 
for. But the propaganda machine 
is ready to ballyhoo the Marshall 
Plan, whatever Secretary Mar- 
shall finally says that it is. Let 
us have all the facts and debate 
them fully. The people have been 
urged and persuaded too often to 
accept on faith and without ques- 


Marshall Plan. Therefore, it raises | tion the foreign policy of the Ad- 


al the questions raised by the | 
Marshall Plan itself as to the)! 
character of goods to be shipped, | 
the ocnditions to be attached, and | 
the type of organization to ad-| 
minister the plan. 

Nor can we act on prices with- | 
cut considering the effect of the | 
huge government expenses and 
the abnormal export demand, still 
unrestrained by any exercise of 
the President’s legal power to 
limit exvorts. We cannot consider | 
Europe unless we also consider 
the proposals for aid to China and 
our undertakings to Latin Amer- 
ica. Who knows what these are? 
Where is the Wedemeyer report? 
Emergency aid to Europe has 
priority — but let’s stop fumbling 
in the dark. Surely we have gone 
far enough on a piecemeal basis. 
Before anything else is done Con- 
gress ought to have the whole 
story, both foreign and domestic, 


if we are going to have a policy 


ministration. Anyone who has 
opposed the policy of the moment 
has been labeled an obstructionist 
and an isolationist. 


Criticizes Administration’s 
Foreign Policy 

But the terrible economic con- 
dition in which the world finds 
itself today is the result of the 
Administration’s foreign policy at 
Teheran, at Yalta and at Pots- 
dam; and the idiotic Morgenthau 
policy we have pursued for the 
past two years in Germany. Prior 
to the entrance of Senator Van- 
denberg into the picture our atti- 
tude toward Russia was one of 
complete surrender. We were toid 

(Continued on page 34) 
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The Federal 


By 


ROSWELL 


Tax Outlook 


MAGILL* 


Former Under Secretary of the Treasury 
Chairman, Special Tax Study Committee of the House Ways and 
Means Committee 


Asserting we cannot count on tremendous production, full employ- 
ment and high national income ta continuously make present Fed- 
eral budget bearable, leading tax authority calls for a reduction 
to $25 billion. Says crushing tax burdens can be eliminated, if 
expenditures are prudently reduced and tax injustices removed. 
Advocates revising present steep surtax rate schedule and adop- 
tion of community property principle for husbands and wives. 
Says we should aid Europe but not act as Santa Claus. Reviews 
recommendation of Special Tax Study Committee of House of 
Representatives. 


To speak with assurance about problems of domestic tax policy 
these days involves a degree of omniscience that few of us possess. 
There was a time when a speech on tax policy could be introduced 


merely by a paragraph on Federal expenditures. 
if® ne 


stated that 
expenditures 
could be 
brought under 
control, par- 
ticularly WPA 
expenditures, 
and the fed- 
eral budget 
balanced, then 
taxes could be 
revised and 
reduced. It is 
still true that 
ifexpendi- 
tures could be 
brought under 
control, taxes 
could be 
greatly reduced, but the problem 
of expenditures has become much 
more complicated. Today the de- 
mand for relief expenditures 
comes not from our own citizens, 
but from across both oceans. and 
it fantastically greater in 
amount than ever Harry Hopkins 
creamed. In addition, every day’s 
events witness the pressures of 
many other insoluble problems 
that vitally affect the Amer- 
ican budget and tax picture. How 
much of an Army and Navy can 
we and must we maintain? How 
much can we and should we pay 
down the federal debt? How long 
can we expect the prescnt un- 
precedented levels of employment 
and national income to continue? 

A tax lawyer is no expert on 
world politics. He strains his 
capacities when he discusses tax 
economics. Yet some _ premises 
about items in the budget have 


Ros well Magill 


is 


*An address by Mr. Magill be- 
fore the American Institute of 
Accountants, Miami Beach, Fla., 
1947. 




















ee 
ee 








American Hardware 
Art Metal Construction 











A & 


Crowell 


Established 


1926 











Cinecolor 
Gum Products 


Durez Plastics 


Texas Eastern Pipe Line 


Warp«Co. 


Members New York Security Dealers Association 


Direct Wires to PHILADELPHIA & LOS ANGELES 


Con. 


-Collier 





120 Broadway, New York 5 
Phone: REctor 2-8700 
Tele. NY _  1-1286-7-3 














Bird & Son 
Crowell-Collier Pub. 


115 Broadway, New York 
Telephone BArclay 7-0100 








Bought - Sold - Quoted 


*Prospectus on Request 


GOODBODY & CO. 


Members N.Y. Stock Exchange and Other Principal Exchanges 


Durez Plastics & Chem. 
Grinnell Corp. 

Kendall Co.* 

Oxford Pager Com. & Pfd. 


105 West Adams St., Chicago 
Teletype NY 1-672 

















y 
4% 


41 BROAD STREET 


Graham-Paige Motors Corporation 
Convertible Debentures due 1956 


Fashion Park, Inc. 
Osgood Company “B” 
Tennessee Products & Chemical 


Analyses on request 


Seligman, Lubetkin & Co. 


INCORPORATED 
Members New York Security Dealers Association 


That paragrapn 























New York 4, N. Y. 


























tc be laid down if questions of 
fax policy are to be discussed at 
all. I shall make mine explicit, 
even though I cannot debate them 
here with you this morning. 

Actual Federal expenditures for 
i947 were $42.5 billions, and we 
wound up the year with a. net 
urplus of $753 millions, about 
the same as the surplus in 1929 
end 1930, the last preceding fis- 
cal years in which the budget was 
balanced. The President recom- 
mended budgetary expenditures 
of $37.5 billions for 1948, and re- 
tention of present taxes, which he 
estimated would produce (with 
other miscellaneous receipts) $1.3 
hillioias more than erough to bal- 
ance the budget. The Congress 
trimmed the budgetary expendi- 
tures somewhat: indeed, the Ap- 
propriations Committee of the 
Wouse did a much more careful 
and thoughtful job of analyzing 
proposed expenditures by each 
department and bureau than _ it 
has been given credit for. Never- 
theless. the President has re- 
cently stated that expenditures in 
the current fiscal vear will prob- 
ably be around $37 billions. Re- 
ceipts may total $42. billions. 
leaving around $5 billions for 
debt reduction or tax reduction. 
The President includes $3.6 bil- 
lions for “international affairs 
and finance.” 

It is evident that if Federal ex- 
penditures can be further reduced, 
as they certainly should be, 
money will be available for such 
other purposes as debt reduction 
or tax reduction. We must not 
let ourselves become complacent 
about present Federal budget 
levels. Not only are expenditures 
four or five times what they were 
in the thirties (and the thirties 
was not a _ period notable for 
rigid economy), they are far 
above what fiscal students have 
estimated to be necessary. 

Several studies came out a few 
years ago, forecasting Federal 
budgets of $15 to $22 billions, 
with $18 billions as a general 
average. Tremendous production, 
full employment, and unex- 
pectedly great national income 
have combined to make present 
Federal budgets bearable, but 
can we count on all three factors 
to continue for the indefinite fu- 
ture? I have not seen an invest- 
ment advisor who _ thinks so. 
Therefore, we should be well ad- 
vised to continue to trim Federal 
expenditures all we can, to get 
the budget down nearer to a 
level we can afford in an aver- 
age vear, not merely in an un- 
usually prosperous one. A $20 to 
$25 billion budget is certainly 
possible for a normal vear, with- 
out undue curtailment of proper 
government functions. 

The Federal budgetary expen- 
ditures present to a layman an 
immensely complicated maze. If 
ever there is justification for a 
citizen leaving the subject to the 
experts, there is here. Yet it 
must be evident that we must 
not leave the determination of the 
size of the budget merely to Fed- 
eral hureau chiefs. Any bureau 

(Continued on page 28) 
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Steel Production 
Electric Output 
Carloadings 
Retail Trade 
Commodity Price Index 
Food Price Index 
Auto Production 
Business Failures 


The 
State of Trade 
| and Industry 


Total industrial production advanced moderately the past week 
with moderate increases reported by many manufacturers. Em- 
ployment and payrolls too, held at high Jevels, though in the case 
the former, some types of skilled labor continued to be scarce. 
Shipments of raw materials, it was reported, were fairly prompt 
although the supply of freight cars remained limited. 

With the removal of Regulation W on Nov. 1, last, it was expected 
in some quarters that wide credit expansion would result, but 
according to the American Bankers Association, consumer instalment 
credit in most sections of the nation has expanded very little during 
the first week of credit decontrol. 

From the Association’s nation-wide survey it was found that 
practically all sections reported that lenders are requiring down- 
payments of 33!3;% with 24 months to pay ior new cars and down- 
payments of 3313 to 40% with from 12 to 18 months to pay on used 
cars. In Colorado and some of the Pacific states, however, a few 
dealers are asking only 25% down with 24 months to pay. 

With respect to expansion of credit for business authoritative 
sources reveal that no abatement in this form of credit has occurred. 
It has been found on the contrary that for the 16th consecutive week, 
commercial, industrial and agricultural loans of New York City 
member banks of the Federal Reserve expanded. The latest gain, 
one of $90,000,000, lifted the total of such leans to a high record of 
35,086,000,000; this compares with $3,898,000,000 a year ago. 

The contents of the report to President Truman of The Harri- 























man Committee on Foreign Aid were disclosed at the week-end 
with the committee expressing great concern over the impact its 
proposed foreign spending program would have on the domestic 


economy. A comprehensive European aid program that could cost 
the United States $5,750,006,000 in 1948 and as much as $17,000,- 
000,000 through 1951 was advocated. 

Convinced that inflation is the immediate econcmic danger to 
the United States, the committee pointed out that one view held 
the persistence of high food prices since the war has been due 
chiefly to domestic demand and that the influence of food exports 
has been minor and secondary. 

In a dissent from this view the report states: 

“This commitee believes this opinion overlooks the impor- 
tance of marginal demands and that it is the extra food with- 
drawn from the domestic supply by exports which has made 
the real difference.” 

; In September the class I railroads had a net railway operating 
income of $47,979,446 compared with $67,510,230 in the same month 
of 1946, according to reports filed by the carriers with the Associa- 
tion of American Railroads. 

Estimated net income, after interest and rentals, for September 
last, amounted to $21,150,000 as compared with $39,600,000 in Sep- 
tember, 1946. Net railway operating income for the first nine 
months of 1947, before interest and rentals, totaled $557,744,853 as 
against $366,819,199 in the like period a year ago with net income, 
after interest and rentals, in the like period of 1947 estimated at 
$316,000,000 compared with $105,000,000 in the corresponding period 
last year. 


D 


| most 


In the 12 months ended Sept. 30, 1947, the rate of return on 
property investment averaged 3.60%, compared with 1.94% for the 
12 months ended Sept. 30, 1946. 

Total operating revenues in the first nine months of 1947 


amounted to $6,.327,777.373 as against $5,621,219,215 in the similar 
period of 1946, or an increase of 12.6%, while operating expenses 
totaled $4,958,593,663 as compared with $4,712,.544.961 in the corre- 
sponding period of 1946, or an increase of 5.2°%. 

P A spurt in consumer buying resulted from cooler weather 
in many sections of the country and interest in holiday merchandise 
increased considerably. Retail volume in the week rose moderately 
above the level of the preceding week and was well above that of 
the corresponding week a year ago. Price resistance was reported 
to have increased in some areas with consumers continuing to insis! 
upon quality. 

Wholesale volume too, advanced, moderately above the levels 
of both the preceding week and the corresponding week a year 
ago. The further. increase in optimism was accompanied by the 
sustained heavy demand for most types of goods. Some scarcities 
persisted though deliveries were generally improved. 


STEEL OPERATIONS SCHEDULED AT HIGHER RATE 
FOR WEEK AND YEAR AGO 
There will not be any complete steel allocation system set up to 
carry out the heavy industry section of the Marshall Plan. New 
controls on exports will be created. But the program will be launched 
(Continued on page 43) 
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By A. WILFRED MAY 





A PROFESSIONAL ATTITUDE (IN INVESTING 
(Fifth of a series of articles on Investing Techniques) 


considering the various investing techniques, possibly the 
unique approach is that of the Investment Counsel. His 
functioning and reception in the community of investors has most 
interesting and significant implications. 
This relatively new profession actually had 
its genesis shortly after the close of the First 
a World War. Scudder Stevens and Clark, in the 
a East, and Clifford and Company in the West, in 
1919 severally formed partnerships for investment 
banking, but within a few months they began | 
transforming those activities to fill the void in | 
the financial community which had arisen from | 
the absence of any agency solely representing | 
the private buyer of securities. Before the war- 
time flotation of Liberty Bonds the purchase of | 
securities had been rather closely confined to 
professional buyers as banks, insurance com- 
panies, and trustees, for investment rather than 
speculative purposes. Private buyers had mostly 
ey entrusted their funds to savings banks, mortgages, 
r _ and other local investments. All this was changed 
A. Wilfred May by the War Bond campaigns and the subsequent 
stock market boom of the 1920's. Before the 
termination of that boom there were only 4 or 5 more firms that 


In 











were entitled to be called investment counsel (although many indi- 
viduals haphazardly operated under the title)—that is, who gave} 
to investors seeking income and capital appreciation, unbiased, con- | 
tinuous, personalized supervision over their securities 
on their general and specific financial problems. 

There ensued the 1929 bursting of the stock market bubble, with 
the evaporation of the easy-money illusions of the New Era, coupled 
with the objective fact of the rapid growth of our industry’s capital 
structure and of the complexity of the concomitant securities factors, 
such as taxation. Morover, the advent of the Federal securities 
legislation with disclosure as its cornerstone released an avalanche 
of corporate data under which the unaided lay investor has found 
himself hopelessly engulfed. As a result this profession, acting as 
an engineer or as an expert adviser on legal matters, began in 
a real way in the 1930’s, until now it comprises about 200 genuine 
individual firms. 


| 


The Incidence of Federal Regulation 
Investment counsel were brought under Federal control in 1940 


and advice | 





Chambers Buffalo Mer. 


For Kalb, Voorhis Co. 
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Rand Building. Mr. Chambers 
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through one of two titles of the Act (H.R. 10065) providing for 
the registration and regulation of investment companies and invest- 
ment advisers. 
and “investment advisers,’ the latter being the generic term of 
which the former is one type. The counsel are defined as those 
getting their major income from managing accounts, through the 
giving of continuous advice as to the investment of funds on the 
basis of the individual needs of each client, without engaging in 
other activities, related or unrelated, as brokerage or banking, or 
issuing bulletins or other services. They as well as all other invest- 
ment advisers are forbidden to receive compensation based on clients’ 
capital appreciation, and to act as a principal in security transac- 
tions with their own clients, or to act as a broker, without written 
disclosure thereof. 


The Basic Nature of the Profession 





The counsellor, in line with his making of investment man- 
agement a genuine profession, works for a fixed fee—not on any 
arrangement geared to the client's capital gains, nor 


contingent 
even to his investment income, nor to the client’s or his own activity. 
This is important not because of inference that contingent arrange- 
ments prevent integrity and conscientious service—in fact they may 
cause bending over backward—but instead because the straight fee 
arrangement makes it crystal clear to the client that the fee is 
being earned irrespective oi activity or income. 





Psychological Advantages 

The most important advantage I would ascribe to this “system” 
is the escape from the subjective emotional difficulties intertwined 
with individuals’ forecasting. As a medical doctor disqualifies him- 
self from being his own patient because of the interference with 
his expert judgment injected by his subjective emotions; like- 
wise even the emotionally-involved investment expert, no matter 
how able, cannot possibly do himself justice in ministering to him- 
self as the client. The strong manic-depressive and other psycholog- 


| ical elements abounding in the stock market environment make this 
_all the more important. 


Along the same lines, with the factors affecting investments so 
numerous and ultra-complex, the investment counsel, apart from 
(Continued on page 35) 
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Economic Profile of the Americas 


By DR. RAMON BETETA* 


Secretary of the Treasury, Republic of Mexico 


Asserting the Americas constitute a unity and 
disruptions to international trade because of 


are complementary to each other, Dr. Beteta deplores 
isolated actions, aimed at each separate nation increas- 


ing exports and reducing imports. Cites Mexico’s efforts to equalize balance of payments by restricting 

imports and defends industrialization program, but forecasts disaster if all countries followed same 

policy. Advocates freedom of exchange and deplores Europe’s exchange restrictions. Sees solution of 

the Americas’ problem on hemispheric basis oaly and looks for substantial capital flow from U. S. to 
Latin America. Says economic liberalism is no longer practicable. 


The subject I have chosen for this talk—the economic profile of the Americas—takes 
for granted that we accept the fact of the unity of the Americas. The existence of this unity 
was made evident by the war, but it had been recognized before whenever the New World 


was mentioned ¢ 


as an entity. 
This, how- 
ever, does not 
mean that all 
the countries 
of this hemi- 
sphere are 
alike; in fact, 
quite the op- 
posite is true. 
There are ob- 
viously two 
Americas, 
generally 
known as 
Anglo - Saxon 
America and 
Latin Amer- 
ica. These terms, however, place 
no emphasis on the differences 
between the two Americas grow- 
ing out of race and origin, nor 
do they explain the other and 
more fundamental dissimilarities 
i shall mention later, however 
much these may be partly the re- 
sult of the former. From the eco- 
nomic viewpoint, which is the 
phase we are interested in today, 
*An address by Dr. Beteta at 
34th National Foreign Trade Con- 
vention, St. Louis, Mo., Oct. 21, 
1947. 
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I should like to describe one of 
the Americas as being fully in- 
dustrialized, completely devel- 
cped. technically wise, having a 
surplus of capital, most of the 
gold of the world and the highest 
standard of living. This is Cred- 
itor /merica. The other America 
is composed of agricultural and 
mining countries; it is undevel- 
oped but growing; it has an in- 
cipient yet essential industry; it 
has tremendous natural resources 
and a low standard of living; it is 
lacking in technical knowledgeand 
in domestic capital; it is sparsely 
populated. This is Debtor America. 

The two Americas constitute a 
unity, not of similar but of com- 
plementary economies; the former, 
with capital that seeks invest- 
ment, the latter with natural re- 
sources in need of capital for its 
development. Production is pos- 
sible only when human labor, 
aided by capital and technique, is 
appliea to natural resources. If 
we seek the economic prosperity 


of America as a whole, we must! 


see that the above forces work 
together. 

What is the situation of the: 
Americas in a world in which! 


foreign trade has been dislocated? 
We might summarize it by saying 
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one of the separate 
America is attempt- 
ing to solve its own individual 
problems in an isolated manner, 
with varying results, but with 
evident danger of stopping inter- 
national trade altogether. 


that eEacn 
countries of 


What’s Happening in Mexico 

Let me try to describe briefly 
what is happening in one of these 
countries—Mexico.. I choose Mex- 
ico because I know more about it 
than about the others. and be- 
cause I believe that what is tak- 
ing place in Mexico is typical 
ot what one finds in other parts 
of what I have called Debtor 
America. 

During the war there was an 
increase in Mexico’s exports as 
the need for raw materials in- 
creased with the war effort. These 
exports created a growing reserve 
in Mexico’s central bank, because 
ihere was not a proportional in- 
crease in imports, due to the re- 
strictions which the United States 
found it necessary to impose in 
orcer to concentrate all her might 
|oa the production of armaments, 
munitions and other goods essen- 
tial to fighting a war. The reper- 
cussion in Mexico’s internal econ- 
cmy was what is vaguely known 
as inflation, due, in turn, to two 
| factors which worked hand _ in 
| hand: first, the increase in cur- 
rency in circulation as the result 
of the continuous influx of for- 
cign monies,—some deriving from 
|payments against our exports, 
others representing repatriated or 
refugee capital; and second, the 
fact that the amount of goods 
available for purchase did not 
grow in relation to the growth of 
money. A third factor contributing 
to inflation was the shifting of a 
oart of agricultural production 
from foods for local consumption 
to other products for exportation. 
Thus an accumulated demand was 
created which could not be sat- 
isfied during the war and which 
remained as a threat to the mone- 
tary reserves in the central bank. 

The lack of sufficient impor- 
| tations and the higher prices for 
| industria] goods acted as a stimu- 
lus to industrialization. and a 
number of new industries were 
started. Like all inflationary proc- 
esses, that which Mexico  suf- 
fered gave an illusory appearance 
of prosperity which hid the true 
snerifice the people at large were 
making. Protests, however. were 
few as everybody understood the 
necessity of making sacrifices to 





Win the war. 
| Then peace was declared. The 
| recessary adjustments could not 


| be made immediately. Some of the 


| 
{ 


| ‘rends were reversed, others re- 
/mained. Thus, exportations de- 
| creased. both in quantity and in 


| price, while importations rose ir- 
regulaily on certain products. At 
| the same time, inter2al prices did 
| net go down; on the contrary, in 
_certain instances local prices were 


| affected by the higher prices paid | 





was 
larly painful for struggling infant 
| industries, for, regardless of con- 
| tracts already signed, suppliers of 
| machinery equipment 


| of imported goods 
| 
| 


and con- 


(Continued on page 36) 


for articles which were imported. | 
The continuous rise in the price} 
particu- | 
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From Washington | 


a By CARLISLE BARGERON 


of the News 











A friend with whom I frequently play golf has been pretty criti- 


cal of this European relief business, as he called it. 


Invariably when 


I ran into him he would ask: “What’s Truman trying to do to us with 


this Marshall Plan?” 
given to mon- 
osyllables ana 
to wrapping 
up his atti- 
tude on public 
and govern- 
mental prob- 
lems in such 
a rhetorical 








package asthe 
above. He 
didn’t expect 
me to tell him 
what Truman 
was trying to 
“do to. us.” It 
was simply 
his way of ex- 
pressing his 


Carlisle Bargeron 


disagreement with what was going 


on. 
Well, you can imagine my sur- 
prise when recently he greeted me 


with the statement that we had to 


do something about Europe. 


Things were pretty terrible over 


there, h2 said, people are starving 
and Communism is about to take 
the continent in its grip. 

I asked him where he had 
learned these stark facts and he 
said that. well, he had learned 
them and something had to be 
done and pronto. 

Then he confided that President 
Truman had called him in and 
asked him to serve on the citizens’ 
“voluntary” food _ conservation 
committee for Washington to pro- 
mote meatless Tuesdays and poul- 
trvless Thursdays. This was before 
poultrvless Thursdays were re- 
duced to eggless Thursdays. 

Pursuing the engaging proposi- 
tion of Truman having called my 
friend in, I learned he was ex- 
aggerating somewhat. Truman had 
called in Charles Luckman who 
in turn had set up committees all 
around the country and my friend 
had been asked to serve on one 
cf these committees. Thereupon 
he had come to be a convert for 
relief. He had come to 


European 
see the seriousness of the situa- 
tion over there. 

My friend is in the furniture , 


business, and I asked him how he 
would feel if all of a sudden some- 
body should get the idea that 
Europe needed lumber to rebuild 
its homes and factories so it would 
get back on its feet and keep 
Communism from spreading over 
the continent, so that Russia 
would not get the atomic 
and destroy all civilization, and 
then some go-getter, or dynamic 
sort of fellow, would be called to 
Washington to prevent “volun- 
tarily”’ the use of lumber in this 
country so we could send it to 
Europe to head-off all of these 
dire happenings. 

My friend said he could not pos- 
sibly see anything like that hap- 
nening and insisted that the whole 
food conservation program is 
voluntary, that people don’t have 
to go without meat or chickens or 
eges if they don’t want to. 
is the difference between a police 
and a democratic state, he said. 

I asked him how he would fee! 
if this dynamic fellow to save 
lumber tor Europe, should call all 
the furniture dealers together and 
tell them that they had to volun- 


tarily cut down on the sale of 
furniture and those who didn’t 
agree would have their names 


published in all the papers of the 
country, and the people would be 


urged not buy furniture, and 
finally maybe if the furniture 
‘dealers didn’t subscribe whole- 


heartedly to this voluntary pro- 
gram, the President might allot 


/all the lumber to other purposes 


and keep the furniture people 





bomb | 


This | 


A business man, he is not wordy; rather he is 


* 
maybe their 
be in- 


from getting any, or 
income tax returns could 
vestigated. 

My friend said he couldn't see 
how furniture dealers could be 
compared with poultry and liquor 
dealers, and besides we simply had 
to wake up and do something about 
Europe, and although he is a Re- 
publican, he is solidly behind the 
President in this non-partisan un- 
dertaking and has bet $1,000 that he 
will be reelected because, in this 
humanitarian effort, he will get 
all the voters of a foreign strain 
and in the spending of all this 
money we will all be prosperous 
and everyboay will be making 
money and people will figure they 


shouldn’t change horses in the 
middle of such a_- prosperous 
streain, and anyhow something 


has got to be done about the starv- 
ing people of Europe otherwise 
the Communists will get them and 
then drop an atomic bomb on us 
and destroy civilization. 

| My friend is 60 years old and 
I pointed out to him that irrespec- 
tive of what the Russians did, his 
civilization was bound to come to 
an end in the next 15 years even 
if he lived to a ripe old age. And 
he said well, his children would 
be able to say that their old man 
served on a Presidential commit- 
tee and he wanted them to be 
proud of him. 

You can multiply my friend a 
thousand-fold or a ten thousand- 
fold over this country, people who 
; will hit the ceiling at any sugges- 





tion of anv. restriction  being.- 
placed on their business or any 
limitation »Deing placed on their 


profits or incomes. But they will 
gleefully place them on the other 
fellow, the landlord, the merchant, 
the poultry raiser. 

It is utter nonsense, of course, 
to soeak of the food conservation 
program as voluntary. It is volun- 
tary insofar as the housewives or 
the consumers are concerned. 
They can demand their meat and 
poultry and eggs. 

But browbeating has been used 
on the producer. The poultry 
people, after a long struggle and 
considerable expenditure of 
money, have gotten out from 
under after making certain prom- 


ises to cut down on production. 
The distillers have never had a 
chance. They have been treated 


as more or less engaged in an il- 





,licit business. Why? 

) - ; a 
Guthrie & Schofield to 

Be Reed Co. Partners 

| WORCESTER, MASS. Elwin 
| A Guthrie and Eugene C. Scho- 


, field will become partners in Reed 
& Company, 8 Foster Street, mem- 
| bers of the New York and Boston 
| Stock Exchanges, on Nov. 15. 
} 


i Both have been with the firm for 
many years, Mr. Guthrie’ in 

' charge of the treding depa‘tment 

| The interest of the late Ann 

j Putnam Reed in the firm ceased 

Oct. 10. 

| 





.N. Y. Municipal Bond Club 
| And Forum to Hear Tobin 


| A joint luncheon meeting of the 
-~Municipal Bond Club of New 
York and the Municipal Forum of 
|New York will be addressed by 
} Austin J. Tobin, executive di- 
‘rector of the Port of New York 
Authority. He will speak on “Fi- 
nancing the Airports and Marine 
Terminals of the Port of New 
York.” The meeting will be held 
| Friday Nov. 14 at the Grand Ball- 
|room of the St. George Hotel in 
- Brooklyn. 
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The Outlook for 


By S. MORRIS LIVINGSTON * 
Chief, National Economics Division, U. S. Department of Commerce 


Pointing out business capital needs will continue large for several 
years as an offset to decline in heavy wartime government expendi- 
tures, Commerce Department economist looks for continued high 
consumer demand maintaining present level of business. Cites cash- 
ing of terminal leave bonds and high rate of expenditure of con- 
sumer income, despite high prices, as factors contributing to boom, 
but warns economy will become more vulnerable in 1948, with 
some possible decline in national income. 

Appraisal of the outlook for the national income necessarily 

‘stems from an analysis of developments since the last Agricultural 

Outlook Conference and an evaluation of present tendencies. For this 


‘purpose it is convenient to talk in terms, not of the national income, 
, SODA SEE en RAT 4 


but of the 
eross rational 
product. 

As most of 
you know by 
now, the gross 
national! 
product is the 
market value 





and services 


is larger than 
the national] 





cause there is 
included 
in the value 
of these goods 
and services the costs, such as 
depreciation and business taxes, 
which do not accrue to any indi- 
vidual as income, 


S. Morris Livingston 


All of the goods and services 
Produced go to four broad mar- 
kets. These are government pur- 
ehases, business capital outlays, 
eur net exports and consumer ex- 
penditures. These four markets 
determine whether aggregate de- 
mand is more or Jess than suffi- 
client to absorb all that can be 
produced. 

The sharp decline in govern- 
ment expenditures for goods and 
ervices from the wartime peak of 
$100 billions to less than $30 bil- 
lions had already occurred at the 
time of the last Conierence. Since 
then this cne of the four markets 
has been a stable rainer than dy- 
namic influence in the economy. 
Including State and local govern- 

ents, outlays are at a slightly 

cher rate today than they were 

vear ago, but a siightly smalle 
share of the inereese: dollar 
value of total national output. 
Eiforts at further reduction of the 
Federal budget have been offset 
elsewhere by rising prices and re- 
cumpt’on of peacetime public 
works consiruction. 

Any major changes in govern- 
ment expenditures for goods and 
ervices in the coming imontl 
will occur enly as the result ot 
new Jevislation—such as the for 
eign aid program. 


Business Capital Outlays 

Business cap.tal outlays can be 
divided into three categories: 
equipment, construction and in- 
ventor es. Outlays for producers’ 
durable equipment rose rapidly | 
from an annual rate of $6 billion | 
im the Svring of 1945 to $18 billion 
in the Spring of 1947. Since then | 
they have leveled off. 

These outlays are at a very high | 
rate. If continued indefinitely, | 
they would be more than suffi- | 
cient to maintain the country’s | 
phys cal plant and provide for a 
normal growth in capacity. That, 
however, does not necessarily 
preclude a continuation, or pos- 
sibly even some further increase, 
over the present rate in 1948. 

Anv near-term reversal of gen- 
eral business trends is not likely 
to originate with a decline in 
equipment outlays. Unfilled or- 
ders are still large. although no 
longer increasing. The backlog | 
of demand for some types of 
equipment is running out, but de- 


mand for other items appears suf- 

“An address by Mr. Livingston 
it the 25th Annual Agricultural | 
Cutlook Conference, Washington, 
D. C., Nov. 3, 1947. 





of all goods} 


produced. It | 


Income be-| 


National Income 


ficient to absorb more than can 
|}be produced in the coming 
/menths. Expenditures for these 
|} items will tend to expand as pro- 
|duction bottlenecks are elimi- 
nated. 

Cn the other hand, equipment 





Germany tc 
make the 
most deter- 
mined effort 
ever under- 
taken by any 
nation to 
Aenhieveé 
self-suf- 
ficiency. Coal, 
Synthetic 
nitrogen, and 





outlays from here on are likely to! 
reflect rather than offset any | 
weakness developing elsewhere in 
the economy. In general, the as 
yet unsatisfied demands are not! 
|so urgent but what any serious} 
doubts as to the future trend of 
business, or of prices, could pro- 
duce hesitation all along the line. 
Construction activity, including 
residential constructicn, also rose | 
rapidly from an annual rate of 
less than $3 billion in the Spring | 
of 1945 to over $10 ‘billion in the 
Spring of 1947. At that point 
there was some hes:tation induced 
by the sharp run-up of costs and 
by the hope or expectation that 
ihose costs would come down in| 
the near future. The urgency of 
ihe demand. however, prevented 
any significant decline. In spite 
of hich costs the upward trend in 
activity has been resumed. 


Construction Activity 
Construction is likely to be an 
element of continuing strength in 


the economy. The backlog of de- 
ferred demands is still large— 
though much of that demand is 
leterred, rot on!v bv h’gh costs, 
but also bv uncertainties as to 
osts and completion cates and 


other disadvantages of building 
under present conditions cf in- 
adequate supplies of materials 


22) 


2) 
4 ood 


(Continued on p 


potash were 
the only re- 
sources of 





which she had 
an adequate 
supply. The 





Charles J. Brand 


‘Ruhr and the 


Saar made her practically self- | 
sufficient as to coal. Her coal and 
lignite deposits and the hydro- 
genated gasoline produced from 
them gave her relative sufficiency 
in fuels. 

Nitrogen, phosphorus, and pot- 
ash are absolutely indispensable 
to efficient agricultural produc- 
tion. 

Up to the time of the bombings 
of World War II, Germany had 
the largest synthetic nitrogen fix- 
ation industry in the world. Pre- 
war she used 630,000 metric tons | 
of pure N a year, and exported 
her surplus to a score of countries 
including our own. Postwar (1945- 
46) use was cut to 137,500 tons. 
The ssortage of fertilizer nitro- 


gen alone in terms of pure N was| and is now to be elevated to' 
~~ 4 e 
about 500,000 tons. As one pound |} 


of nitrogen can be depended on 
to produce 20 pounds of graii, 
500,000 tons are sufficient to pro- 
duce crops equivalent to more 
than 300.000,000 bushels of wheat 
under good farm practices. Ger- 
man farming when it functioned 
normally produced about twice as 
much wheat per acre as American, 
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Our National Resources and European Relief 


By CHARLES J. BRAND 
Economic Consultant, Washington, D. C. 


Mr. Brand, stressing adverse effect on U. S. resources by failure to restore Germany’s agricultural 
production, gives examples of how certain of our natural products are being gradually exhausted. 
Points out because uneven distribution of resources among nations is inevitable, it has been fertile 
cause of international conflict. Warns resources here and abroad should be wisely used and not wasted 


during peace or overdrained during war. 


Germany is our greatest world problem. 
with World War I.. Germany as a nation died with World War II. 
It was lack of resources within her bord 


© 


Canadian, or 
The greatest 





(Or is Russia?) The German Empire died 


ers and lack of ability to buy abroad that caused 





Australian farming., about 10,700,000 tons. In 1938-39 
factories, | Germany consumed 762,582 metric 


including Leuna at Merseberg, the|tons of phosphoric acid; in 1944- 


largest in the world, are now 
the Russian Zone. 


in| 45, 145,265 tons. This is a defici- 


ency of about 600,000 tons. 


od | ~ I . . = 
\ are Cut back as it is, the steel in- 
doing, three growing seasons alter 


dustry cannot supply the agricul- 


the end of the war, is a mystery.| tural need for phosphorus, and 


With millions of Germans starv- 
ing to death, Germany’s nitrogen 
industry remains so in- 
adequately restored that America 
considerable 
tonnages of her insufficinet sup- 
ply and our government plans to 
increase exports still further. 
month 
made, 
Wheat 
recommendation 
said 
be given to increasing exports of 
nitrate fertilizers from the United 
States to Western Europe.) 

As to phosphorus, Germany has 
no phosphate deposits. The greater 
part of her need has always been 
obtained 
slag (about 4,000,000 to 6,090,000 
tons) of her steel industry. 
war, 
was imported, and at peak pro- 
duction 
| 300,000 tons of steel 

was 
tons under the Morgenthau 
\ture of the Potsdam agreement, 


fixation 


has 


This 
5,800,000 | capacity is now in the Russian 
fea-| Zone of Occupation, 22% in the 


until that need is adequately met 
the nations occupying western 
Germany will have to continue to 
feed and clothe her in large part. 
The Russians have possession of 
all of Eastern Germany, the chief 
food-producing area, and also of 
Romania whence Germany drew 
a large part of her wheat imports. 

As to potash, the German re- 
serves, hitherto considered the 
largest in the world, are about 
three billion metric tons of K2O. 
Prior to the war Germany was the 
only nation that used potash ade- 
quately. We use probably 1/20th 
of the quantity that is removed 
from our soils each year by ero- 
sion, leaching, oxidation, and 
cropping, but Russia uses less 
than 1/10th of what we do. Eco- 
nomie disorganization has _ cut 
German potash consumption from 
1.392.000 metric tons in 1940-41 
to 750,000 tons in 1944-45. Sixty- 
one per cent of German mining 


British, 14% in. the American, and 
(Continued on page 26) 
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Texas Eastern Transmission 


Texas Eastern Transmission was incorporated in Delaware last 
January and became the successful bidder for the “Big Inch” and 


“Little Big Inch” war emergency 
the price being $143,127.000. 


pipe-lines, and related properties, 


Payments of $5,100,000 were made, 


and the company is now effecting its major financing through Dillon, 


Read & Co. 


Mortgage Pipe Line 315% bonds 
due 1962 (being privately sold to 
insurance companies) and 4,600,- 
000 shares of common stock (par 
value $1). Of the latter amount, 
3,564,000 shares are being current- 
ly offered to the public through 
the Dillon Read syndicate. 

The Inch Lines were used dur- 
ing World War II to transport oil 
and oil products, and to adapt 
them to transport gas it has been 
necessary to install compressor 
facilities. Without such facilities 
capacity was about 140,000,000 
cubic feet a day. With the facili- 
ties already installed, capacity is 
about 265,000.000, and by Aug. 1, 
1948, this will be increased to 
433,000,000. 

The “Big” Line extends from 
Longview, Texas to Phoenixville, 


Pennsylvania (22 miles from 
Philadelphia): the “Little’ Line 
from Beaumont, Texas to the 


Linden, New Jersev area (12 miles 
from New York City). Two con- 
necting lines link Phoenixville 
with the Philadelphia area and 
the Linden section. Texas Eastern 
Pipe Line system originates in the 
Gulf Coastal plain. Including 
northeast Texas and _ northern 
Louisi?na, fas reserves in this area 
are estimated at over 70 trillion 
cubic feet. Ralph E. Davis, gas 
expert, in a revort to Dillon Read 
& Company (‘incorporated in the 
preliminary prospectus) states 
that: 

“The estimated gas require- 
ments to meet the increased load 
of Texas Eastern Transmission 
Corporation, the increased load of 
Tennessee Gas Transmission Com- 
pany including the requirements 
of the projected line to Boston. 
Massachusetts. the estimated load 
of Trans-Continental Gas Pipe 
Line Company, Inc. an4 of Texas 
Gas Transmiscior Corvoration. 
would total approximately 600 
billion cubic feet per year, some 
of which supply would become 
available from gas now being 
flared. My belief that the natural 
gas reserves of this region are 
sufficient to meet the growing re- 
quirements for more than 30 years 
is based on the above broad pic- 
ture, with due consideration given 


The capitalization on completion of the current financ- 
ing will cons'st of $120,000,000 1st¢ 





to the prospective undiscovered 
reserves,” 

A good part of the Texas East- 
ern Gas will be diverted in Ohio 
and western Pennsylvania to 
companies serving those states. 
Columbia Gas will take 156,000,- 
000 cubic feet, Consolidated Na- 
tural Gas 125,000,000 and three 
other companies serving the Ap- 


palachian area 65,000,000, leaving | 


about 77,000,000 for the Philadel- 
phia area where it will be used 
by the Philadelphia Gas Works 
(U.G.I.) and Philadelphia Electric, 
where it will doubtless be used for 
mixing purposes. 

It is of course difficult to esti- 
mate the company’s revenues and 
net earnings until the FPC has 
passed upon the rate base and the 
allowable rate of return. Assum- 
ing that estimated eventual orig- 
inal cost is used, this would ap- 
proximate $169,000,000 (though 
part of this may not prove use- 
able) for natural gas operations. 
If this entire amount is consid- 
ered a rate base, possible rates of 
return and corresponding share 
earnings for the common stock 


| would be as follows: 


542% 6% 
Amt. of return (mill.) $9.3 $10.1 


$1 
Int. on bonds imill.) 4.2 4.2 ‘ 





o>) 


Balance = $5.1 § 59 § 6.8 ¢ 7. 
Amt. per share on 
4,600,000 shares 


Assuming that the company was 


$1.11 $1.28 $1.48 $1.65 


operating practically at capacity | 


on the basis of present contracts, 
it is estimated that earnings would 
be in the neighborhood of $1.69, 
but of course such earnings would 


be subject to eventual regulation | : 
by the Federal Power Commission | 


and a possible reduction in rates. 
Based on the original offering 
price of 915, earnings estimated at 
6% on rate base ($1.28) would 
make the price-earnings ratio 
about 7.4 times: and assuming 


share earnings of $1.60, the ratio 


would be 5.9. 


years. The eventual dividend rate 

|will be governed not only by 
earnings that may be allowed by 
| the FPC, but also by the cash re- 
'quirements for sinking funds and 
|betterments (largely provided by 
the depreciation charge, how- 
ever). 


Kenney & Powell Form 
New Investment Firm 


Formation of the investment se- 
curities firm of Kenney & Powell 
to deal in general market securi- 
ties, with offices at 25 Broad 








D. Raymond Kenney Alfred L. Powell 


Street, New York City, has been 
announced. Partners of the new 
firm are D. Raymond Kenney and 
Alfred L. Powell. Mr. Kenney 
began his Wall Street career with 
Blyth & Co. Inc., in 1929, and 
recently has been associated with 
C. E. de Willers & Co. Mr. Powell 
was with W. L. Burton & Co. be- 
fore entering the service and also 
| Was recently connected with C. E. 


| de Willers & Co. 








"Hugh D.MacBain to Join 


Mellon National Bank 


PITTSBURGH, PA.—Hugh D. 
| MacBain, Vice-President of the 
| First Boston Corporation, will 


leave that organization to become 


| 


These relatively low ratios are 


largely explained by the dividend 
outlook. Because of bond inden- 
ture provisions that no dividends 


can be paid until earnings of $10,- , 
000,000 have been made, payments | 


appear unlikely for at least two | 





Bates Manufacturing Co. 
Buckeye Steel Castings Co. 





INDUSTRIAL STOCKS 


Trading Positions in: Common 


Crowell-Collier Publishing Co. 


PAINE, WEBBER, JACKSON & CURTIS 


Established 1879 


Dwight Manufacturing Co. 
Liberty Products Corp. 
Rockwell Manufacturing Co. 

















Federal Water & Gas Com. 
New England Public Service 


Escrow Certificates 


Portland General Electric Com. 
When Distributed 


GILBERT J. POSTLEY & Co. 


29 BROADWAY, NEW YORK 6, N. Y. 
Direct Wire to Chicago 
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Vice-Presi- 
dent of the 
Mellon Na- 
tional Bank 
and Trust 
Company on 
November 15, 
according to 
an announce- 
ment by Frank 
R. Denton, 


V ic e-Chair- 
man of the 
Bank. 


Mr. MacBain 
entered the 
investment 
banking field 
in 1925 with 

Wood, Struthers & Co., New York 
City. In 1935 he became associated 
with Shields & Co. He became 
Vice-President in charge of sales 
and syndicate operations of Mel- 
jon Securities Corporation in 1937 
«nd was appointed Vice-President 
of the First Boston Corporation in 
1946 when Mellon Securities Cor- 
poration was merged with First 
Boston. He was a governor of the 
Investment Bankers Association 


of America from 1943 to 1946. 





Hugh D. MacBain 





sna L. Newell Now 
With J. R. Woodhull & Co. 


(Special to THE FINANCIAL CHRONICLE) 

DAYTON, O.—Howard L. New- 
ell has become associated with 
J. R. Woodhull & Co., Third Na- 
‘tional Bank Building. He for- 
merly conducted his own invest- 
ment business in Dayton and prior 
thereto was an officer of Feight- 
Yeager & Co., Inc. 





E. N. Jesup Dead 
Edward N. Jesup, Vice-Presi- 
dent and director of Lee Higgin- 
son Corp., New York City, died 

‘of a heart attack on Nov. 2. 
































Dealer-Broker Investment 
Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 








_— 





Airlines—General study of the 
industry containing analyses of 
18 leading domestic airlines—Mer- 
rill Lynch, Pierce, Fenner & 
Beane, 70 Pine Street, New York 
o mi. Bs 





Cement Company Common 
Stocks in 1947—Analysis of pres- 
ent investment position—E. W. 
Axe & Co., Inc.—Tarrytown Press, 
P. O. Box 147, Tarrytown, N. Y. 
Paper—$1.00 (50¢ to Public 
Libraries and non-profit institu- 
tions). 








New York Banks and Trust Cos. 
—62nd consecutive quarterly com- 
parison of leading banks and trust 
companies of New York—New 
York Hanseatic Corp., 120 Broad- 
way, New York 5, N. Y. 





New York City Bank Stocks— 
Earnings comparison of 19 New 
York City Bank Stocks for third 
quarter of 1947—Laird, Bissell & 
Meeds, 120 Broadway, New York 
S,. ms ue 





Ohio Municipals — Report on 
voting on Ohio Bond issues, with 
some conclusions as to future sup- 
ply—J. A. White & Co., Union 
Central Building, Cincinnati 2, 
Ohio. 





— 


Railroad Developments of the 
Week — Current developments in 
the industry—Vilas & Hickey, 49 
Wall Street, New York 5, N.Y. 





Steel, The Master Metal—Cir- 
cular on the industry and stocks 
of several low-priced speculative 
steel companies—Mercer Hicks & 
Co., 150 Broadway, New York 7, 
Mm. Be 





Tax Saving Through Stock 
Switching — Discussion — Joseph 
Faroll & Co., 29 Broadway, New 
York 6, N. X. 

Television—Report on industry, 
its development and outlook— 
Gross, Rogers & Co., 458 South 
Spring Street, Los Angeles 
Calif. 





graph Co.—Table on related val- 
ues—New York Hanseatic Corp., 
120 Broadway, New York 5, N. Y. 





Columbia Gas & Electric vs. 
Consolidated Edison Co.—Com- 
parison—A. M. Kidder & Co., 
1 Wall Street, New York 5, N. Y. 





— 


Commonwealth & Southern 
Corp. — Detailed memorandum — 
Bear, Stearns & Co., 135 South 
La Salle Street, Chicago 3, LIl. 


— 


Diebold, Inc.—Special report— 
Ward & Co., 120 Broadway, New 
York 5, N. Y. 

Also available are reports on 
Aspinook Corporation and Sterling 
Motor Truck. 








Fuller Manufacturing Co.—Cir- 
cular—Riley & Co., First Wiscon- 
sin National Bank Building, Mil- 
waukee 2, Wis. 





oo. 


General Instrument Corp.—An- 
alysis in current issue of “Elec- 
tronic & Communication Digest’ — 
Frank T. Stanton, 343 North Ful- 
lerton Avenue, Montclair, N. J.— 
$5 per quarter. 








Graham-Paige Motors Corp.— 
Analysis—Seligman, Lubetkin & 
Co., 41 Broad Street, New York 4. 
New York. 





Also available are analyses of 





13, 


' 


American Telephone & Tele-| 


Osgood Company “B,” Tennessee 
Products & Chemical and Fashion 
Park. 





International Salt Co.Memo- 
randum in current issue of “Mar- 
ket Comments’—Bennett & Pal- 
mer, 165 Broadway, New York 6, 
N. Y. 

Long Bell Lumber Company— 
Detailed analysis available for in- 
terested dealers—Comstock & Ca., 
231 South La Salle Street, Chi- 
cago 4, Ill. 





Northern Indiana Public Ser- 
vice—Circular — Doyle, O’Connor 
& Co., 135 South La Salle Street, 
Chicago 3, III. 

Northwest Utilities—Analysis— 
Ira Haupt & Co., 111!" Broadway, 
New York 6, N. Y. 








Portsmouth Steel Corp.—Data— 
Buckley Brothers, 1240 Walnut 
Street, Philadelphia 2, Pa. 

Also available is late informa- 
tion on Beryllium Corp. and 
Gruen Watch, 





Public National Bank & Trust 
Co.—Third quarter analysis—C. E. 
Unterberg & Co., 61 Broadway, 
New York 6, N.Y. 





Square D Company—Analysis— 
G. H. Walker & Co., 1 Wall Street, 
New York 5, N. Y. 


— 





Sterchi Bros. Stores, Ine.—~ 
Memorandum—Hayden, Stone & 
Co., 25 Broad Street, New York 4, 
N. Y. 


United Aircraft Corp.—Special 
Review—John H. Lewis & Co., 
14 Wall Street, New York 5, N. Y. 





Utica & Mohawk Cotton Mills, 
Inc. — Circular — Mohawk Valley 
Investing Co., Inc., 238 Genesee 
Street, Utica 2, N. Y. 





COMING 
EVENTS 


In Investment Field 








Nov. 21, 1947 (Detroit, Mich.) 
Securities Traders Association of 
Detroit and Michigan Annual Fall 
Party at the Prince Edward Hotel, 
Windsor, Ontario, Canada. 


Nov. 30-Dec. 5, 1947 (Hollywood, 
Fla.) 
Investment Bankers Association 
Annual Convention at the Holly- 
wood Beach Hotel. 


Dec. 5, 1947 (San Francisco, Calif.) 
San Francisco Bond Traders 

Association Christmas Party and 

installation of officers. 

March 5, 1948 (New York City) 
New York Security Dealers As- 

sociation 22nd Annual Dinner at 

the Waldorf Astoria. 


November, 1948 (Dallas, Tex.) 
National Security Traders Asso~- 
ciation Convention. 


Cabell Halsey With 
Paine, Webber Firm 


Paine, Webber, Jackson & Cur- 
tis, 25 Broad Street, New York 
City, members of the New York 
Stock Exchange and other leading 
exchanges, announce that Cabell 
Halsey has become _ associated 
with the firm in the municipal 
bond department. Mr. Halsey in 
the past was with B. J. Van Ingen 
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Money and the Special Session | 


By THOMAS I. PARKINSON* 
President, The Equitable Life Assurance Society of the U. S. 


Recalling U. S. went off gold standard to obtain a stable managed 
currency, Mr. Parkinson indicates how objective has failed, and 
greatest sufferers have been life insurance policy holders. Urges 
policy holders do scmething about getting the monetary authorities 
and Congress to curb rising inflation. 
The President has called a special session of Congress. He does 
not have the constitutional power as the Governor has in many of 


our States to limit a special session to particular subjects designated 
by him, but in his call he has indicated the reasons for summoning a 





special § ses- 
sion, One of 
his reasons is 
the current 
rise in prices 
and the need 
four some ac- 
tion with re- 
spect to infla- 
tion. 

It is to be 
hoped that he 
and the mem- 
bers of Con- 
gress will at 
least recog- 
nize the fact 
that high 
prices are the 
result of an inflation of our cur- 
rency and the resulting increase 
in our money supply. It cannot 
be too often repeated that the 
average amount of money avail- 
able to the people of this country 
in the years just before World 
War II was approximately $50 
billions and is now $165 billions. 
That total money supply results 
from $137 billions of bank depos- 
its and $28 billions of circulating 
coin and paper money. 

Mr. Szymczak, member 
Federal Reserve Board, 





T. I. Parkinson 


the 
is 


of 
who 


just back from dealing with the 


financial and monetary problems 
encountered by our occupation 
forces in Germany, said in a talk 
to the District of Columbia Bank- 
ers a few days ago that our money 
supply is increas.ng at the rate 
of $9 billions a year. How can we 
expect to stop the increase 1n 
prices if we continue the increase 
in the number of doliars available 
for spending’? 

Surely we are all prepared to 
realize now that the purchasing 
value of the dollar and, therefore, 
the cost of things bought with the 
dollar varies with the volume of 
dollars in use. We cannot expect 
one of $165 billions to buy as 
much as one of $50 billions used 
to buy. If we want more dollars 
jingling in our pockets — though 
these current paper Federal Re- 
serve Notes don't have much jin- 
gle in them—we might as well 
stop growling because it takes 
more of them to buy what we 
want. If, then, prices are to be a 





> 
vw 











serious consideration of the spe- | 
cial session of Congress, both the 


President and the Congress must 
give serious and immediate atten- 
tion to the question whether we 
do not now have too much money 
and the wavs and means of pre- 
venting increase or bringing 
about its decrease. 

A Stable Standard 


When we went off the gold 
standard we were promised 
managed currency, the purchasing 
value of which would remain 
stable for at least a generation. 
President Roosevelt promised that 
in so many words. We have had 
no management of our currency 
and we have no manager or man- 
agement today. Whether the 
amount of money constituting our 
money supply increased yesterday 
depends not on anything done by 
the Treasury, by the Federal Re- 
serve Board or by the Federal 
Reserve Banks. It depends en- 
tirely on what the banks of the 
country, acting individually, each 
in its own interest, chose to do 
in the matter of making loans or 
buying bonds. If the Bank of 


its 


Promise ef 


gy 
a 





*A statement of Mr. Parkinson 
released through the Continental 
Press Syndicate, Brightwaters, 
me Be 











America in California yesterday 
went on the market and bought 
long-term Government bonds in 
order to increase its earnings, it 
increased the money supply by 
the amount of its purchase. If the 
National Bank of Wichita chose 
to buy an unusually large amount 
of farm loans to increase the 
bank’s earnings, it increased the 
money supply by the amount of 
that purchase. If a Chicago bank 
chose to buy the new Chicago 
Transit Authority Bonds with the 
like purpose of increasing the 
bank’s earnings, it increased the 
money supply by the amount of 
that purchase. If a New York 
bank chose to make a 10-year 
loan to a Standard Oil Company, 
it increased the money supply by 
the amount of the loan. These re- 
sults are inherent in banking op- 
erations. 

But the worst of our present 
position is that each one of these 
banks was able: to get the funds 
with which to make its purchases 
or its loans by dumping its short- 
term Government bonds into the 
Federal Reserve Bank without 
asking anybody’s permission and 
using the proceeds to adulterate 
our currency. It is as if the farmer 
were permitted, in his own dis- 
cretion, to add as much water as 
he chose to the milk which came 
from the dairy house, before sell- 
ing it to his customers. The whole 
public suffers in the higher cost 
of living resulting from the con- 
tinued over production of that 
which we use for money. 

It is true the United States 
Treasury enjoys currently a lower 
rate of interest on its obligations 
because of the great flood of 
money which Government fiscal 
and monetary policies have pro- 
duced. But the effects of this 
penny-wise-pound-foolish policy 
are coming home to roost. The 
policyholders of the life insur- 
ance companies are the chief suf- 
ferers, They represent 70 million 
citizens of this country who have 
purchased life insurance for them- 
selves and almost as many more 
dependents. They are, in fact, al- 
most the entire population. 


Insurance Policyhoiders Suffer 


Now, the detriments which our 
life insurance policyholders are 
suffering are very simple and 
very severe. First, the volume of 
money reduces the interest rate 
not only on Government bonds 
but on all kinds of high grade se- 
curities in which life insurance 
funds are and ought to be invest- 
ed. The decrease in the interest 
yield on life insurance assets has 
been so great that there has been 
a real increase in the net cost of 
life insurance to those who own 
it. This increase in net cost is due 
to the inability of the companies 
to pay the dividends which they 
might pay with better interest 
yields on their investments. 

A decrease of one-half of one 
percent in the interest yield on 
invested assets means an annual 
loss to the life insurance policy- 
holders of this country of $225 
millions. In addition to this 
greater cost of the insurance pro- 
tection which they are providing 
for themselves and their families, 
the life insurance policyholders of 
this country have suffered from 
the increased volume of money a 
decreased buying power of the 
dollars paid to them or to their 
beneficiaries under their life pol- 
icies, Note that it is not the com- 

(Continued on page 23) 


urban property, 
employed, as 
well as_ to 
consider’ the 
future value 
of urban real 
estate. 

It is to be 
recognized 
that both ele- 
ments have 
been subject 
to evolution- 
ary change 
over the past 
few decades. 
Not only has 
our concept of 
making a 
mortgage 
been revolutionized, but the type 
and nature of the real estate with 
which such loans are secured has 
likewise been radically changed. 


Years ago, the process of urban 
mortgage lending contemplated 
cur making a loan to an individ- 
ual who was the owner of either 
a single or multiple family unit or 
business building. It involved an 
appraisal of the sound value of 
the property which was to be 
pledged as well as the credit of 
the individual who was signing 
the mortgage. In virtually every 
instance, the property had al- 
ready been built and the credit of 
the borrower’ established. In 
conformity with sound banking 
practice, a decision was then made 
as to the appropriate ratio of lean 
to value, as it was determined by 
competent appraisal. The time of 
repayment was not of too great 
concern. Very often, there was 
no amortization provision over 
the term of the mortgage—a term 
which barely exceeded 10 years. 

While it is true that prior to 
i930 our economy had expe- 
rienced many periods of depres- 
sion, there never had been a time 
when the dynamics of a growing 
nation had failed to support prop- 
erty values sufficient to sustain 
the security of a well-made real 
estate mortgage. 





Frank C. Rathje 





Changes in Urban Real Estate 


Security 
In this connection, it is inter- 
esting to note several changes 
which have taken place in urban 
real estate, especialiy as they 
| have affected its stability and 
value as security for a debt. 


Prior to World War I we thought 
of residential building, whether 


the modest apartment buildings, 
then popular, as capital geods. 





The value of residential buildings 
was related principally to the 
structure itself and was more 


production and its location than 
to the economic status of its indi- 
| vidual users. Our experience had 
| been that reproduction costs rose 
|steadily and that the growth of 
'our cities produced higher land 
values—a combination of facts 
which validated our belief in the 
safety of mortgage loans. 

| During the lush days of the 
| 20’s, however, we began to see a 
change in the process of deter- 
| mining the collateral value of real 
|estate. Instead of relying on the 
|reproduction costs and_ location, 
we adopted the so-called income 


yardstick of value. Under 
device, during the course 


*An address by Mr. Rathje be- 
fore the Mid-Western Credit Con- 
ference, Chicago, Ill., Oct. 28, 1947. 





of a 











I have been asked to speak today on the subject: 
ing in the United States.” I assume we are intere 


and that our chief concern is to ex 
@ 


they were single-family homes or | 


closely tied to the costs of its re-| 


this | 


By FRANK C, RATHJE* 


housing on mortgage lending. 





hitherto unknown prosperity, we 
linked the value of real estate to 
|its rental income, This was the 
| step which removed property 
Meer from the strictly capital 





goods classification to what may 
be termed the consumer goods 
category. It was probably the 
first step in producing the impor- 
tant changes which came about in 
the 30’s and which so vitally af- 
fected the techniques of mortgage 
lending. 

From the point of view of the 
| mortgage patterns, the 20’s also 
| produced radical changes. In pre- 
vious periods, the great bulk of 
real estate borrowing had been 
done by individuals who, as noted 
before, used their credit and real 
estate collateral in connection 
with single-family homes, small 
apartment houses or _ business 
buildings. The 20’s saw the rise 
of the corporate borrower. This 





corporate borrower was different | 


in three ways from its prede- 
cessor, the individual borrower. 

First, it offered no background 
of credit rating. In fact, its se- 
curity was limited strictly to the 
real estate pledged. 

Secondly, it generally bor- 
rowed on a proposed building, the 
value of which was estimated by 
the process of capitalizing the 
current purchasing power for liv- 
ing space by its proposed con- 
sumers, 

Thirdly, the mortgage, in such 
cases, was divided into segments 


called mortgage bonds, which 
were sold to the public on the 
successful sales argument that 


mortgage investments had proved 
}exceptionally safe over the entire 
period covering the history of our 
country. Many mortgage houses 
had been in business, claiming to 
have operated for a long period of 
vears without a loss to an in- 
vestor. 

It may be argued that this pro- 
motional type of mortgage lend- 
ing was not the bulk of the mort- 
gage lending activity of the 20’s; 
that by far the greatest bulk of 
the mortgage money found its 
way into single-family homes. 
This is true, however, the wide- 
spread construction of multiple 
family rental buildings financed 
by the issuance and sale of gold 
bonds set the stage for events 
which followed. 


Effect ef 1929-1934 Depression 

| When the depression of 1929- 
11934, with its heavy unemploy- 
ment and sharp reduction of con- 
sumer purchasing power, became 
a plague in the real estate mar- 
kets of the nation, values which 
were dependent almost entirely 
upon the maintenance of this 
purchasing power, depreciated 
tragically. The impersonal rela- 
tionship between the corporate 
borrower and the svlit mortgage 
holder made compromise and ne- 
gotiation impractical. The lack of 
'interest of the apartment dweller 
made him a ruthless trade for 
lower rentals. As a result, the 
corporate borrower defaulted and 
the economic consequences of the 
weight of an over-supply of 
rental space dragged down in 
value not only the multiple rental 
unit but the single-family home as 
well. This resulted in a wave of 
defaults and foreclosures. 


| The seriousness of the depres- | 
sion, in terms of social and eco-| 
‘nomic disaster, gave rise to an' 


Future of Real Estate Lending 


President, Chicago City Bank & Trust Co. 
Former President, American Bankers Association 


After reviewing mortgage lending situation, Mr. Rathje points out conventional type of mortgage on 
single and multiple housing is disappearing and giving way to insured or controlled mortgaging. Stresses 
prevalence of loan amortization and return to single-home as contrasted with muliiple-unit financing. 
Argues for shorter periods of loan amortization, and contends weak spots in present situation are 
forced-ownership class of borrowers and present high construction costs. Warns of effects of socialized 


: “The Future of Mortgage Lend- 
sted primarily in real estate mortgages on 
plore the techniques of lending to be 


entirely new philosophy. Every 
one realized that it was wrong for 
people to be victimized by a sys- 
tem over which they had no ap- 
parent centrol. It was felt that 
society should somehow assume 
en economic respons.bility for its 
own maladjustments. To that 
end, the Home Owners Loan Cor- 
poration was created and several 
of our States adopted mortgage 
moratoria, It was not that the 
authorities urged that mortgage 
debts should be forgiven, but 
rather that our social conscience 
bothered us sufficiently to make 
us feel that real estate borrowers 
in the home and farm owner 
classifications should be given 
time and a chance to solve their 
mortgage problems, 

In the secur'ty of our present 
relative prosper'tyv, we sometimes 
forget the stuation in which 
mortgage lendins found itself in 
1933. Our individual activities 
were so concerned with the 
chores of defaults and foreclos- 
ures that we were diverted from 
the realization that there was vir- 
tually no real estate or mortgage 
activity. For example, new mort- 
gages recorded i. Cook County, 
Illinois, dropped from an average 
of practically $1 b‘llion per year 
in the five years ending with 1929 
to less than 90 millions in 1932. 
On the other hand, foreclosures in 
the same county increased from 
virtually none in 1925 to an aver- 
age of $44.5 millions per month 
in the record year of 1932. 

When the smoke of the depres- 
sion began to clear in 1933-1934, 
the fear of foreclosure was still 
very much alive in the minds of 
the mortgage lending agencies. 
There was a natural reluctance 
against opening the doors to real 
estate credit. As a result, few 
loans were being made, and those 
were restricted to the conven- 
tional type, on conservative valu- 
ations to persons of Gemonstrated 
credit and then only in modest 
ratio to the depressed values then 
prevailing, 

Post-Depression Loan Policy 


This post-depression policy of 
conservatism in lending, however, 


was at odds with the thinking of 
the body politic. The action of 
he government in providing a 


solution of the banking crisis had 
convinced the peontle, the poli- 
ticians, and the planners as well, 
that they could solve their eco- 
nomic problems by governmental 
action. This philosophy, which 
was born out of the Home Own- 
ers Loan Corporation and the 
Reconstruction Finance Corpora- 
tion, was responsible for the crea- 
ition of the Federal Housing Ad- 


(Continued on page 25) 





AMOTT, BAKER& Co. 


INCORPORATED 


Wholesaler and Retailer of 
Investment Securities 


Our Trading Department 
specializes in real estate bonds 
and stocks, title company and 
bank participation certificates, 


150 BROADWAY NEW YORK 7, N.Y. 
Boston Philadelphia 
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Bank and Insurance Stocks 


By E. A. VAN DEUSER > 


This Week — Bank Stocks 


The stock of Corn Exchange Bank is the only one in the accom- 
panying list of 17 leading New York City bank stocks which cur- 
rently is priced higher than at“the close of 1946. Average market 
decline of the 17 stocks thus far in 1947 is 10.83%; this compares with 
a decline of the American Banker index of 9.7%, from 44.3 to 40.0. 
The Dow Jones Industrial Average over the same period moved 
from 177.20 to 181.54, a gain of each of the 17 stocks, based on 
2.4%. The following fable shows asked prices as published in the 
the individual performance of New York “Times.” 


| 
| 




















Current 
Annual Yield 
Div. Rate %&% 
$1.20 
14.00 
1.80 
4.00 

1.60 
1.80 
2.00 
0.60 
2.80 
80.00 
12.00 
0.80 
2.60 
1.60 
4.00 
2.00 
35.00 


—-Asked Price-— % 
12-31-46 11-7-47 Change 
30 2628 —12.1 
380 355 
4514 4114 
1061 98 lo 
4015 3734 
4714 3 
4534 
2018 
5334 
1,675 
343 
1918 
60 
46°. 
10114 


Bank of Manhattan 
Bank of New York 
Bankers Trust 
Central Hanover 
Chase National 
Chemical Bk, & Tr. 
Commercial —...--- 
Continental —__- 
Corn Exchange —_- 
First National -—---- 
Guaranty Trust --- 
Irving Trust —---- 
Manufacturers Tr. 
National City 

New York Trust__- 
Public : 
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—10.3% 4.5% 


by U. S. Trust with 1.4. These 
compare with Bank of Manhat- 
tan’s and Manufacturers Trust’s 
ratios of 2.8 each. These ratios 
are based on net operating earn- 
ings plus net security profits. 
Other high ratio banks were: Cen- 
tral Hanover, 2.4; Corn Exchange, 
2.3; National City, 2.38; New York 


AVERAGE 


Guaranty Trust has suffered the 
greatest depreciation, with a drop 
of 21.1%; it is closely followed 
by First National with a loss 
of 19.7%, and Continental with 
18.0%. Other stocks which have 
sustained greater than average de- 
clines are: Bank of Manhattan, 
Irving Trust and U. S. Trust. 
Stocks which have shown greater | Trust, 2.4; Public National, 2.5. 
resistance to the downward drift,| At this point it is pertinent to 
as evidenced in percentage de-| refer to a revised report by Bank- 
clines less than the 10.3% aver-| ers Trust on estimated earnings of 
age, include Bank of New York,|37 New York City banks for 1947 
Bankers Trust, Central Hanover,| and 1948. This report places net 
Chase, Chemical, Commercial Na-| operating earnings (before taxes) 
tional, Manufacturers Trust, Na-|in 1947 at 16% below 1946, and 
tional City, New York Trust and|for 1948 at 12% below 1946. 
Public National. Corn Exchange| After adjustment for non-operat- 
registered a gain of +0.9%. The|ing profits and taxes, total net 
three next strongest stocks to| profits in 1947 and 194€ are placed 
Corn are Chemical, —5.3%; Bank} at 18.8% and 19.3% respectively, 
of New York, —6.6% and Chase,| below 1946. Net dividend cover- 
—6.8%. |age is estimated at 1.63 in 1947 

At current low market levels,;and 1.62 in 1948, compared with 
many attractive yields are pro- | 2.1 in 1946. 
vided, as noted in the accompany-| These figures are based on ag- 
ing table; the average yield of the| gregates for 37 banks, and offer 
17 stocks is 4.5%. Most of these} no possibility of discrimination or 
banks covered dividends by very | selection. It is of interest to note, 
substantial margins in 1946. Nat-| therefore. that if, for example, 
rowest coverage was by First Na-| Bank of Manhattan and Manufac- 
tional with a ratio of 1.3, followed| turers Trust’s ratio of 2.8 should 








EARNINGS COMPARISON 
3rd Quarter 1947 


19 New York City 
Bank Stocks 


Circular on Request 


Laird, Bissell & Meeds 


Members New York Stock Exchange 
120 BROADWAY, NEW YORK 5, N. Y.| 
Telephone: BArclay 7-3500 
Bell Teletype—NY 1-1248-49 
(L. A. Gibbs, Manager Trading Dept.) 


NEW JERSEY 
SECURITIES 


J. S. Rippel & Co. 


Established 1891 
18 Clinton St., Newark 2, N. ZL 
MArket 3-3430 
N. Y, Phone—REctor 2-4383 























WHOLESALE MARKETS IN 
BANK and INSURANCE STOCKS 


GEYER & (0. 


INCORPORATED 


NEW YORK 5: 67 Wall Street 
WHITEHALL 3-0782 NY 1-2875 


BOSTON 9 CHICAGO 4 LOS ANGELES 14 
10PostOfficeSquare 231 S. LaSalle Street 210 West 7th Street 
HUBbard 0650 FRAnklin 7535 Michigan 2837 YUkon 6-2332 
BS-297 CG-105 LA-1086 SF-573 
PRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO, 
CLEVELAND, PHILADELPHIA, LOS ANGELES, SAN FRANCISCO 
TELEPHONES TO: Hartford, Enterprise 6011 Portland, Enterprise 7008 
Providence, Enterprise 7008 Detroit, Enterprise 6066 





SAN FRANCISCO 4 
Russ Building 


land the 1.4 of U. 














be adjusted in 1947 for the 18.8% } 
decline in earnings estimated in 
the report, dividend coverage | 
would be 2.3. On the other hand, | 
First National’s ratio of 1.38 would 
be reduced to approximately 1.1, 
S. Trust would | 
approximate 1.2, | 

The generally conservative divi- 
dend policy of New York City | 
banks has resulted in a steady | 
and substantial growth of book | 
values over the past several years. 
For example, since Dec. 31, 1939, 
Bank of Manhattan’s book value | 
has increased from $23.26 to $32.06, | 
a growth of 37.8%; Chase Na-| 
tional’s, from $32.26 to $43.09, 
33.5%: Corn Exchange's’ from 
$45.42 to $57.70, 27.0%: Nat-onal | 
City’s from $27.38 to $47.86, 74.8% ; | 
Manufacturers Trust’s, from $36.05 
to $59.31, 64.5%; and Public Na- 
tional’s from $42.28 to $53.64, 
26.9%. Manufacturer’s gain in- 
cludes some additional 


| 
| 
| 


financing | 
andj National City’s some transfer | 
from reserves. The average gain 
of the six book values cited is 
44.1%. 


G. E. Parks Joins 
Mercer Hicks; Firm 
Opens New Haven Br. 


Mercer Hicks & Co., 159 Broad- | 
way, New York City, 





securities 
dealers, announce the association 
with the firm of G. Everett Parks | 
as retail sales manager. and/| 
Chancey W. Hulse as manager of | 
its New Haven office, 205 Church | 
Street. | 


Mr. Parks was formerly 
manager for the New York office 
of Buckley Brothers and was with 
R. S. Dickson & Co. | 

Mr. Hulse was previously New | 
Haven manager for Pulis, Dowling 
& Co. Prior thereto he was with 
Cohu & Torrey and Craigmyle, | 
Pinney & Co. | 


Ralph Davis Director | 
Ralph W. Davis, partner of Paul | 
H. Davis & Co., Chicaga, and | 
George H. Spiers, President of | 
Seismograph Service Corporation 
of Delaware, have been elected 
directors of Seismograph Service | 
Corporation. 


sales | 











NSTA Notes 











SECURITY TRADERS ASSOCIATION OF NEW YORK 
The following candidates have been nominated for officers of 
the Security Traders Association of New York for the year 1948: 
President—T. G. Horsfield, Wm. J. Mericka & Co., Inc. 
First Vice-President—Frank A Pavis, C. E. Quincey & Co. 
Second Vice-President—Andrew R. Steven, Jr., Bond & Good- 
win, Inc. 
Secretary—John J. O’Kane, Jr., John J. O’Kane, Jr. & Co. 
Treasurer—Wellington Hunter, Aetna Securities Corp.— 
Directors (Two Year Terms)—Leslie Barbier, G. A. Saxton & Co.., 
Inc.; Harry L. Arnold, Paine, Webber, Jackson and Curtis; Charles M. 
Zingraf, Laurence M. Marks & Co. 


T. Geoffrey Horsfield Frank A. Pavis Andrew R. Steven, Jr. 


- 


John J. O’Kane, Jr. Wellington Hunter 


Trustees of Gratuity Fund (Two Years) 
C. Masterson & Co.; John D. Ohlandt, Jr., J. 
nc.. 


Joseph C. Eagan, Frank 
Arthur Warner & Co. 


Roggenburg & 
Kelly, Carl 


National Committeemen—Stanley Roggenburg, 
Co.; O. D. Griffin, Lord, Abbett & Co., Inc.; Edward J. 


| M. Loeb, Rhoades & Co. 


Associate Curb Member 


The Board of Governors of the | 
New York Curb Exchange an-| 
nounce the election of Samuel N.| 
Kirkland of the firm of Jenks, | 
Kirkland & Co., as an associate 
member. Jenks, Kirkland & Co. 
also hold memberships on the} 
New York and Philadelphia Stock | 
Exchanges. 

a 


Correction 


In reporting the annual dinner | 
of the New York Security Deal- 
ers Association to be held March | 
5, 1948, the firm affiliation of, 
Walter Murphy was given incor- | 
rectly. Mr. Murphy is head of} 
Walter Murphy, Jr. & Co., of New 
York City. 





Royal Bank of Scotland 


Incorporated by Royal Charter 1727 — 





| HEAD OFFICE—Edinburgh 
Branches throughout Scotland 


LONDON OFFICES: 
3 Bishopsgate, E. C. 2 
8 West Smithfield, E. C. 1 
49 Charing Cross, S. W. ] 
Burlington Gardens, W. 1 
64 New Bond Street, W. 1 





TOTAL ASSETS 
£115,681,681 








Associated Banks: 


Williams Deacon’s Bank, Ltd. 
Glyn Mills & Co. | | 














| Fox, 
| Cornelius B. Sheridan, Mitchell & Co. 


National Committeemen Alternates—Walter F. Saunders, The 
Dominion Securities Corp.; Cyril M. Murphy, Mackubin, Legg & Co.:; 
John F. McLaughlin, McLaughlin, Reuss & Co.: Richard F. Abbe 
Van Tuyl & Abbe; Otto A. Berwald, Berwald & Co. 

Nominating Committee (Four Members to Be Elected )—Bertrand 
L. Burbank, White, Weld & Co.; Wilbur R. Wittich, Maxwell, Mar- 
shall & Co.; C. Jerome Aai, Young, Aal & Golkin: T. Frank Mack- 
essy, Abbott, Proctor & Paine; Clifford K. Channell, The First Boston 
Corp.; John C. Blockley, Harris, Upham & Co.; Nathan A. Krum- 
holz, Siegel & Co.; Thomas S. Evans, Lee Higginson Corp.; P. Fred 
P. F. Fox & Co.; Salvatore J. Rappa, F. S. Moseley & Co.; 


The Nominating Committee presenting the slate consisted of— 


| Walter Murphy, Jr., Walter Murphy & Co.; James T. McGivney, 


Hornblower & Weeks; Milton Van Riper, Mackuden, Legg & Co.: 
George V. Hunt, Starkweather & Co.; Chester E. de Willers, C. E 
de Willers & Co., Chairman. 

SAN FRANCISCO BOND TRADERS ASSOCIATION 


The San Francisco Bond Traders Association: 
will hold its annual Christmas party on Dec. 5.,. 
at which time the new officers will be installed. 


Newly elected officers are: 
Collins L. Macrae, Wulff, Hansen & Co., 
President; J. B. McMahon, Merrill Lynch, Pierce, 
Fenner & Beane, Vice-President; Walter Vicino, 
Blyth & Co., Inc., Secretary-Treasurer, and Earl 
Thomas, Dean Witter & Co., Houston Hill, Jr., 
J. S. Strauss & Co., Thomas W. Price, E. H. Rol- 
lins & Sons, Inc., and Conrad O. Shafft, Shafft, 
Snook & Cahn, directors. 
Collins L. Macrae, Jr. 
THE CINCINNATI STOCK & BOND CLUB 
The latest industrial inspection by the Cincinanti Stock and Bond 
Club was held October 28 at the two local plants of the Sport 
Products Co., Inc. 
The club met for a cocktail party and buffet supper after the 
inspection. 
This was one of a series of trips through local industries which 


has been arranged for the club by J. E. Bennett, J. E. Bennett & Co., 
Chairman of the Special Events Committee. 
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Secretary Marshall pointed t Le i ase e 
Secretary Marshall Outlines vi soc wnere secon Pacific Coast Securilies Joins Staff of John Dane 


Aners 
- the nation receiving such Mogabgab, Jr. has become affili 

uro @an l rogram pen Canal 

| Or- 

Tells Senate Foreign Relations Committee interim cosi to March 31 

will be close to $600 million ard tata! costs over fcur years may = yegarding steps to be taken 
. . . , . £ 

ager-gate $29 billion. Separate program proposed for China’s relief. 


On Nov. 10 and 11. Secretary of State George C. Marshall ap- covery. This would include 


struction financial aid is granted, Company fs Formed NEW ORLEANS, LA.- 


would be rcquired to negotiate an SAN F'RANCISCO. CALIF. - 


agreement with the United States Pacific Coast Securities Company Jean; Stock Exchange. 


peared before the Senate Foreign Relations Committee and outlined 


the Administration’s plan for immediate 
Eurove ard China. Tne Secretary tald the Committee of the urgency jnereased production ot 
of immediate * -—— - 


ail io prevent 
starvation and 
economic col- 


Austria and 
France, and 


an immediate 
appropriation 


to be used to 
March 3lst. 
The funds 
would be used 





George C. Marshall mainly to) 


furnish food, 
fuel, fertilizers, fibers, seeds and 


lapse in, Eu-| 
rope, particu- | 
larly in Italy, | 


recommended | 


| 


of $597,000,000 | 





medical supplies. Secretary Mar- 
<hall told the Committee that ex- 
isting agencies are capable of | 
handling this form of relief and 
Congre:s should not delay the 
program by setting up a new 
agency at this time. 

As to long-range aid, Secretary | 
Marshall said Congress would be! 
asked to provide $1.5 billions for | 
the last three months of the cur- 
rent year. i.e. from March 31 to 
July 1, and about $6 billions dur- 
ing the fiscal year ending June 
30, 1949. Additional aid there- 
after would be required covering 
a total period of about four years 
and tre total overall cost would 
range between $17 and $20 bil- 
lions. The aid program would 
cover all -ations of Western Eu- 
rope together with Greece and 
Turkey. Aid to China and the Far 
East would be set up in another 
program, but an immediate gift 
for China of $60 millions. is con- 
templated. 

While Secretary Marshall ad- 
mitted it would be up to Congress 
to decide on the method cf ad- 
ministering the program, he 
stressed the point that since the 
program is a part of our foreign 
policy, env new agency will have 
to have the widest practical flex-| 
ibility in its operatiois and use| 
of funds. On this point, President 
“Truman is expected to submit a 
specific proposal when Congress | 
convenes on Nov. 17. Secretary | 
Marshall, however, recommended | 
that a special U. S. Ambassador, | 
to serve on the 16 nation recovery | 
crganization, be appointed. Re-' 
publican party leaders, however. | 
have already given notice that | 
they will insist on a_sevarate 
agency tc dispense expenditure of 
relief and reconstruction funds, 
which will report directly to the 
President or the Congress. 

Secretary Marshall recom- 
mended that both outright gifts 
and loans, as the case may re- 
“<juire be used in dispensing ap- 
propriations. Repayment should 
de required where there was abil- 
ity to repay. Repayment should 
‘be required of loans made to pur- 
«hase industrial machinery and 
raw materials, as distinguished 
from aid in form of food, fuel and 
ether necessities. The Secretary 
‘said he was in favor of having 
private investment participate in 
the program. 

As to where the food, equip- 
ment and raw materials will be 
mesurchased, Secretary Marshall said 
his plan was to have purchases 
wade outside the United States 
‘as far as possible, as this will 
“tend to protect the home econ- 
omy against inflationary price 
movements which might result 





from concentrated buying in our ‘¢ 


markets.” agreements. 








Dollars are as diflerent 
as the people who have them 


bring about its own economic 


SUC) Vice-President: D. O. Hannaford: 


and lone-range relief for matteis as currency stabilization, and Secretary, Edward R. Bunt- 


ommodities, and reciprocal 





aid 
ated with John Dane, 


to is being formed with offices at a 


President: Leonard A. Talbot; 


bate 519 California Street. Officers are With Woolfolk, Huczins 


M. 

: Steiner has become connected 

basic ing. Mr. Talbot and Mr. Hanna- with Woolfolk, Huggins & Shober. 
‘ade ford are partners of Hannaford & | 939 Gravier Street, membe of 


Talbot. he New Orleans Stock Ex 


Dollars can do much, or they can do little. They can be lazy, or 
hard-working. Useful, or well nigh useless. For dollars take on the 


character of those who have them. 


The spendthrift’s money is soon gone, leaving little of value 
behind. But the dollars of the thrifty can be put to work—and they 
then become useful not only to those who earned them but to 

all our people. 

Why is America wealthy? 

Because Americans are productive. Because, generation after 
ceneration, our people have produced more than they have 
consumed—and have plowed the surplus back into new factories, 
stores and farms; into improved methods, finer equipment and 
skillful labor; all resulting in the production of still more goods 
and better goods for everyone. 

This upward march in our standard of living is sparked, every 
time, by those who put their dollars to work through investment. 


It is up to us all to see to it that our government policies are so 


shaped that they do not hinder or penalize the invested Gollat .«« 


for the invested dollar is the bedrock on which all progress and 
prosperity is grounded. 


FOOTNOTE FOR INVESTORS: From its 155 years as the 
nation’s principal market place for securities, the New York Stock 
Exchange has learned this: This market serves investors best, and the 


nation best, when its facilities are used responsibly—when securities are 





bought and sold solely on the basis of facts. Not tips, not rumors. FACTS! 


New YorK Stock EXCHANGE 


Building, member of the New 


1 to THE FINANCIAL CHRONK 


NEW ORLEANS, LA.—Alle 
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Illinois Brevities 


A study drafted by the Chicago Stock Exchange disputed beliefs 
that dual listing of stocks in both the Eastern and Central Western 


markets is always beneficial. 


Until enough shares are outstanding 


in the hands of the public, an issue is “definitely harmed by being 


traded in two markets,” 


the report said. 


Listing on the New York 


Stock Exchange or Curb Exchange is not always beneficial to an 


issue, it was stated. 


The study was made by 


the ® 
Chicago exchange’s staff in order | listings 





while others offer thin 


to find out why some issues trade | markets and wide spreads. 


well witn Chicago and New York | 





Active Trading Markets in 


MICHIGAN STEEL 
CASTING COMPANY 


Common Stock 


earnings of this 40- 
increased in each 


Common share 
year old company 
of the first three quarters this year. 
Per share profit for the nine months 


ended September 30 was 95 cents. 


Analysis Available 


ADAMS & CO. 


105 WEST ADAMS STREET 
CHICAGO 3, ILLINOIS 


TELETYPE CG 361 PHONE STATE 010! 














The Long -Bell 
Lumber Company 


Common Stock 


$1.50 Per Share Larned for 9 Months 
Ended September 50), 1947 
FARNINGS 
3 Months Ended September 30 


Per Cent 
1947 1946 Increase 
Net Profit $2.979915 $1,552904 130°, 
Earn. Per Sh. $1.59 $0.78 


9 Months Ended September 30 
Per Cent 
Increase 


254°; 


1946 
$3,518,805 
$1.76 
share dividend has been 
declared payable December 1, 1947 to 
stockholders of record November 1. 
This makes total dividends of $1.50 per 

share for the current year. 
At current prices the dividend yield 
is approximately 8 


Approx. price—S18 per share 


1947 
$8,960,201 
$4.50 


Net Profit 
Earn. Per Sh. 


$1.20 per 


Detailed analysis available for 
interested dealers on request, 


Comstock & Co. 
CHICAGO 4, ILL. 


231 So. La Salle St. Dearborn 1501 
Teletype CG 955 


ee 











Bowser 
Common 
Central Paper 

Common 

Detroit Harvester 
Common 

Portsmouth Steel 
Common 

Metals Distintegrating 

Common 


STRAUS & BLOSSER 


Members New York Stock Exchange 
Members Chicago Stock Exchange 
Associate Member New York Curb 

135 South La Salle St., Chicago 3, Ml. 

Tel. ANDover 5700 Tele. CG 650-651 








Merchants Distilling 
Corporation 


Latest statement on request 


Standard Silica Corp. 


Commca Stock 


FAROLL & COMPANY 


Member New York Stock Exchange 
and other Principal Exchanges 
208 So. La Salle St. 
CHICAGO 4 


Tele. CG 156 


Phone Andover 11450 

















It suggested that the New 
York and Chicago exchanges 
consider three proposals. They 
were that the Chicago board 
limit dual market trading to 
issues that meet certain re- 
quirements, that the New York 
board limit its listings of re- 
gional issues to those having 
enough shares in public hands, 
and that both exchanges study 
their single listings to find the 
best market place. 


International Harvester Co., 
celebrating its 100th anniversary, 
dedicated a new $3,500,000 manu- 
facturing research building. The 
research center was set up in a 
one-story. 230,000-square foot 
building purchased from the gov- 
ernment. 

William R. Odell, Jr., Har- 
vester Treasurer, disclosed that 
the company plans a public of- 
fering of securities in the “next 
few months” to finance its ex- 
pansion program. The _ under- 
writing syndicate will be man- 
aged jointly by Glore, Forgan 
& Co., Harris, Hall & Co., Inc., 
and William Blair & Co. 
Although no decision has been 

reached as to the type or amount, 
the investment bankers and the 
company were reported planning 


'a debenture issue, and $85,000,000 
| was advanced as the most likely 


amount. MHarvester’s expansion 
program involves the expendi- 
ture of $100,000,000 to $150,000,- 
000. 


Plans to merge two news- 
papers specializing in business 
news—the New York “Journal 
of Commerce” and the Chicago 
“Journal of Commerce’— were 
disclosed last week. Anexecutive 
of the Chicago paper said com- 
pletion of the transaction with 
the Ridder interests was not ex- 
pected for several days. Under 
terms of the planned merger, 
John D. Ames is to remain as 
publisher of the Chicago “Jour- 
nal of Commerce.” 

Chicago department stores and 
mail order retzcilers expressed 


confidence that pre-holiday sales | 


this year would equal or better 
those of last year. However, they 


were less inclined to make opti- | 


mistic predictions for 1948. Costs 
have been rising, they pointed 
out, to the extent that relatively 
small sales declines might hurt 
profits seriously. 


Halsey, Stuart & Co. Ine. 
headed a group of underwriters 
which on Nov. 6 publicly of- 


15% 


‘company to holders of 


fered $15,000,000 of first mort- 
gage bonds, series G, 3!4%, due 
Nov. 1, 1977 of Public Service 
Co. of Indiana, Inc. at 101.625 
and interest, the net proceeds 
to be used to pay costs of com- 
pleting a “construction § pro- 
gram”, Among the underwriters 
were A. C. Allyn & Co., Inc., 
Harris, Hall & Co. (Ine.), The 
Illinois Co., Martin, Burns & 
Corbett, Inc., Mason, Moran & 
Co., Mullaney, Ross & Co., Al- 
fred O’Gara & Co., Patterson, 
Copeland & Kendall, Inc. and 
F. S. Yantis & Co., Inc., also of 
Chicago. 


On Oct. 23, an underwriting 
syndicate headed by Straus & 
Blosser of Chicago and First Cali- 
fornia Co. of Los Angeles publicly 
offered 150,000 shares of $1 par 
value common stock of Ero Manu- 
tacturing Co. at $7 per share, for 
account of selling stockholders. 


| Sills, Minton & Co. and Holley, 


Dayton & Gernon, also of Chicago, 
participated in this offering, which 
was oversubscribed. 


On Oct. 30, an underwriting 
syndicate headed by Kebbon, 
McCormick & Co., Chicago, 
rublicly offered 20,000 shares of 
cumulative preferred stock 
($50 par value) of Lyon Metal 
Products, Inc. at $51.25 per share. 
Of the 20,000 shares of 5% pre- 
ferred stock, 15,764 shares were 
initially offered by the Lyon 
its pre- 
sently outstanding 7,882 shares of 
6% preferred stock on the basis 
of two 5% preferred shares plus 
$10 in cash in exchange for each 
6% preferred share held. This 
offer expired on Nov. 10. The net 


proceeds of the new issue are to| 
be used (a) to redeem on Feb. 1, | 


share and 
cumula- 


next, at $112.50 per 
dividends all of the 6% 


tive preferred stock of $100 par | 


value then remaining outstanding, 
and (2) to increase working capi- 
tal. 


On Nov. 6, a banking group 
headed by Kuhn, Loeb & Co., 
and including among. others, 
A. C. Allyn & Co., Inc., Bacon, 
Whipple & Co., A. G. Becker & 
Co. Inc., William Blair & Co., 
Central Republic Co. (Inc.), 
Julien Collins & Co., The Hlinois 
Co., and Kebbon, McCormick & 
Co., publicly offered 150,000 
shares of no par value $4.25 
cumulative preferred stock of 
General American Transporta- 
tion Corp. at $98 per share and 
accrued dividends. The net pro- 
ceeds will be used to repay $5,- 
700,000 bank loans, and to in- 
crease working capital. 

Included also in an investment 
banking group headed by Blyth & 
Co., Inc. of New York (which has 
underwritten an _ offering by 
Indianapolis Power & Light Co. 
to holders of its common stock 
whereby the common stockholders 
of record Nov. 5 may subscribe on 
cr before Nov. 19, 1947 to 214,451 
shares of additional common stock 
at $22 per share at the rate of one 





| 
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SECURITIES 


Public Utility 
Industrial 
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Municipal 


AC.ALLYN42COMPANY 


Incorporated 
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PHILADELPHIA 
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new share for each four shares 
held) are A. C. Allyn & Co. Inc., 
A. G. Becker & Co. Inc. and Cen- 
tral Republic Co. (Inc.) The net 
proceeds will be applied toward 
the cost of the Indianapolis com- 
pany’s construction program. 


Kebbon, McCormick & Co., 
Paul H. Davis & Co., A. C. Allyn 
& Co. Inc. and Farwell, Chap- 
man & Co. also were included 
among a group of investment 
bankers which on Oct. 29 of- 
fered $10,000,000 2°,% sinking 
fund debentures due Oct. 1, 1967 
and 100,000 shares of no par 
value $4 cumulative preferred 
stock of Minnesota Mining & 
Manufacturing Co., the deben- 
tures being priced at 100°, and 
interest and the preferred stock 
at $102 per share and dividends. 


Borg-Warner Corp. reports con- 
solidated sales totaling $205,881,- 
315 for the nine months ended 
Sept. 30, 1947. These were double 


the total for the corresponding 
period last year and were 3% 


times the sales reported for the 


first nine months of 1940, the last 
prewar year. Consolidated net 
profits of $15,707,583 were re- 


ported for the first nine months 
of the current year. In the same 
period in 1946 net was $4,152,014. 
Current assets as of Sept. 30, 1947 
totaled $95,698,966, and current 
liabilities $29,464,396, a ratio of 
3.25 to 1. 

The directors on Nov. 7 de- 
clared a quarterly dividend of 
75 cents per share and a special 
dividend of $1 per share on the 
common stock, both ~ payable 
Jan. 2, 1948 to holders of record 
Dec. 10, 1947. During the current 
year, the company paid 40 cents 
on Jan. 2, 50 cents each on April 
1 and July 1, and 65 cents on 
Oct. 1. The common stock re- 
ceived $1.60 in 1946. 


The common. stockholders of 
Household Finance Corp. of rec- 
erd Oct. 29 have been given the 
right to subscribe on or before 
Nov. 17 for 222,485 additional 
shares of common stock of no par 
value at $17 per share, on the 
kasis of one new share for each 
10 shares held. The net proceeds 
will be added to working capital. 

It is also reported that House- 
hold Finance Corp. plans to is- 
sue and sell approximately $5,- 
000,000 additional preferred 
stock through Lee Higginson 
Corp., New York, when the 
common stock offering is com- 
pleted. 

Net income for the first nine 
months of 1947 was $6,797,453, 
equal, after preferred dividends 
to $2.93 per common share, as 
compared with $4,340,768, or $1.87 
per common share, in the corre- 
sponding period in 1946. 

rE — . 


With White-Phillips Co 
Special to THE FINANCIAL CHRONICLE 
CHICAGO, ILL.—Frank C. 
von Ach has been added to the 
staff of the White-Phillips Com- 
pany, Inc., 38 South Dearborn 
Street. 


With W. C. Gibson & Co. 


(Special to THE FINANCIAL CHRONICLE) 





CHICAGO, ILL.— Howard H. 
Bentley has become connected 
with W. C. Gibson & Co., 231 


South La Salle Street. 








Frederick 0. Cloyes 
With Cruttenden & Co. 


(Special to THE FINANCIAL CHRONICLE) 

CHICAGO, ILL.—Frederick O. 
Cloyes has become associated with 
Cruttenden & Co., 209 South La 
Salle Street, members of the New 
York and Chicago Stock Ex- 




















Frederick O. Cloyes 


changes. Mr. Cloyes was formerly 

Chicago manager for Geyer & 

Co., Inc. 
ne 


Michael Dary With 
Francis I. du Pont & Go. 


CHICAGO, ILL. Michael L. 
Dary, for many years with Bache 


—> 























Michael L. Dary 


associated with 
Pont & Co., 200 
Street, as a cus- 


& Co. is now 
Francis I. du 

South La Salle 
tomers iman. 





Harry G. White Is Now 
With F. S. Moseley & Co. 


Special to THE FINANCIAL CHRONICLE 

CHICAGO, ILL.— Harry G. 
White has become associated with 
F. S. Moseley & Co., 135 South 
La Salle Street. Mr. White was 
previously with Central Republic 
Company and E. H. Rollins & 
Sons, Inc. 


With Paul H. Davis & Co. 


CHRONICLE) 





(Special to THE FINANCIAL 

CHICAGO, ILL.—James W. 
Fitzgerald has become associated 
with Paul H. Davis & Co., 10 
South LaSalle Street. He was pre- 
viously with Ames, Emerich 
& Co. 


Milton Goldberg Joins 
Staff of Stern & Co. 


Milton Goldberg, formerly with 
Herzfeld & Stern, has become as- 
sociated with the New York Stock 
Exchange firm of Stern & Co., 25 
3road Street, New York City. 
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Age and Opportunity 


Mr. Babson, in speaking of handicaps of middle aged in obtaining 
positions, points out old employees are most faithful and steady. 


Suggests separate unions for 


younger and older employees. 


At the suggestion of a friend of mine, G. H. C. Anderson of 
Dallas, Texas, I have been making a study of how one’s age affects 
his or her opportunity to secure a position. 


Middle-Aged People Handicapped 


This study indicates that it is very difficult for an employment 


agency 
place women 
over 35 years 
of age, or men 
over 40 years 


of age who 
are now un- 
der Social 


Security ben- 
efits. One em- 
ployment 
agency re- 
ports it can so 
place in a 
Union Shop 
only ‘‘one 
such woman 
out of every 
30 appli- 





Roger Babson 


cants.” 

The few middle-aged people 
after securing positions are able 
to keep them better than the 
younger ones. The older ones are 
both more loyal and industrious, 
although they work more slowly 
and are more subject to accidents. 
In my own business here, where 
we employ about 150, we give a 
preference to the older persons; 
but our work requires accuracy 
and headwork, rather than speed 
or work with cne’s hands. 


What Personnel Managers 


Report 
One who has interviewed repre- 
sentative employment managers 


in 17 different kinds of businesses, 
averaging over 400 employees per 


firm, reports as follows: 30 years | 


of age for both males and females 
is the maximum acgepted for be- 
ginners in office or clerical jobs; 
36 years is the maximum for 
female beginners in department 
stores; while 43 years is the maxi- 
mum for male beginners in ware- 
houses, etc. 

Those above these ages now 
holding positions should do every- 
thing possible to retain their pres- 
ent positions. especially as these 
statistics apply during a period of 
prosperity when there is 
tinct demand for additional help 
by most employers. Of course. 
these ages do not apply to com- 
mon labor or to housework, ete., 
for which the demand is so great | 
that age is not considered. More- 
over, the non-union concerns are 
usually willing to employ all ages | 
because they are free to pay them | 
according to what they produce. 


Newspaper Advertisements 

Anyone who questions the | 
above statements may telephone 
those who are advertising for ad- 
ditional help in the Sunday news- 
papers. From aé hasty study of 
the “Help Wanted” columns, one 
would think that there is a great 
demand for help of any age. If, 
however, you will answer any of 
these advertisements, you will 
find that the first question is 
“How old are vou?” 

This is now a very serious sit- 
uation: and when hard times 
come, will become most pathetic. 


| 
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— TRADING MARKETS — 


Kansas Nebraska Natural 
Gas Ca., Inc. | 


Commen Stock 


Chase Candy Co. 


Common Stock 
Convertible Preferred 





| 
| 
| 
| 
| 
| 
| 


William A.Fuller& Co. 
| Members of Chicago Stock Exchange 

209 S. La Salle Street+ Chicago 4 ||| | 
Tel. Dearborn 5600 ‘Tele. CG 146 it 
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a dis- | 





It surely means that there will be 
a resurrection of the Townsend 
Plan, the Anderson Plan and other 
pension programs which are being 
put forth. Whether these will be 
a solution to the problem is de- 
batable, but they surely § are 





worthy of careful study. It seems for employers and wage workers, 


logicai that the first step should to have two unions. 


One union 


be for married women, with hus-|could take in those below 35 and 


bands having a job, to retire from | one 


the scene. Surely this is a step 
also in the solution of the Youth 
Delinquency. 


A Labor Union Suggestion 


A study which I have made of 
strikes shows conclusively that the 
‘“hotheads” are the younger per- 
sons in these labor unions. The 
older ones wish to avoid strikes, 
but for some reason they do- not 
attend the labor meetings and do 
not get elected as officers of the 
unions. Hence, when the strike is 
settled, if the concern does 
take back all its employees, the 
older ones are the ones left out. 

It would be a smart thing, both 


not. 


ee 





union could take in those 
above 35. Either group could 
strike without involving the other 
group. Unless the older employees 
of many concerns resort to such 
a setup they surely will be left 
out in the coid before many years. 
I believe in collective bargaining 
and in properly organized unions 
with equal pay for both sexes on 
a piecework basis; but with two 
unions—one for the young, inex- 
perienced and the other for the 
older ones. Moreover, for the pro- 
tection of the public and con- 
sumers, these employees should be 
so staggered that—in case of a 
strike of only one group — the en- 
tire plant need not shut down. 





Brooks Weber to Be 
Davies & Mejia Partner 


SAN FRANCISCO, CALIF. 
Brooks D. Weber will be admitted 
to partnership in Davies & Mejia, 


Russ Building, members of the 
‘New York and San _ Francisco 
Stock Exchanges. Mr. Weber has 


been with the firm for some time 
as manager of the sales depart- 
ment. 


With F. L. Putnam & Co. 


(Special to Tut 

BOSTON, MASS.—George W. 
Jones is with F. L. Putnam & Co., 
Inc., 77 Franklin Street, members 
of the Boston Stock Exchange. 
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Blyth & Co., Inc. 


Lehman Brothers 





This announcement ts nol an offer of securities for sale or a solicitation of an offer to 


3,564,000 Shares 


Texas Eastern Transmission Corporation 


Common Stock 
(Without Par Value) 





Price $9.50 per share 


Copies of the prospectus may be obtained from such of the undersigned (who are among the underwriters 
named in the prospectus) as may legally offer these securities under applicable securities laws. 


Dillon, Read & Co. Inc. 


Goldman, Sachs & Co. 


Merrill Lynch, Pierce, Fenner & Beane 


Kidder, Peabody & Co. 


Stone & Webster Securities Corporation 


Lazard Freres & Co. 
Smith, Barney & Co. 
White, Weld & Co. 


buy securities. 


November 12, 1947 





PEPE Aaa Se 
| | Serving Investment Dealers 


| We specialize exclusively in under- 
writing and distribution of securities, 
providing investment dealers with at- 


taining no retail department of our 
own, we compete in no way with 
dealers, but serve them exclusively. 
Correspondence invited. 





| 
FLOYD D. CERF CO. 
120 South La Salle Street 
Chicago 
ee Ee eee 


Central Public Utility 


Corporation 
Income 5'%s, 1952 


Chicago, North Shore & 
Milwaukee Railway 


Common Stock 


Brailsford & Go. 


208 S. La Salle Street 


CHICAGO 4 
State 9868 








Tel. CG 95 











| 
|| 


| | 
tractive issues for their clients. Main- | | 


| 
| 


| 
| 
| 





November 12, 1947. 





This announcement appears for purposes of record. Contracts, negolialed by the under- 
signed, have been enlered inlo for the privale placement of these securities, which 
securilies have nol been and are not being offered to the public. 


$120,000,000 


Texas Eastern Transmission Corporation 
First Mortgage Pipe Line Bonds 


312% Series due 1962 


Dillon, Read & Co. Inc. 
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The Gulf, Mobile & Ohio com 
siderable buying interest in the pa 


have been recommending these shares particularly 


medium from other low priced r 
Little in the way of 
power under present boom con- 
ditions and where dividend pros- 
pects are remote if not non-exist- 
ent. It is true that no 
has been paid on the Gulf, Mobile 
& Ohio common since the incep- 


tion of the present company in 
1940. Nevertheless, it is generally 


expected in financial quarters that 
an initial distribution will be au- 
thorized by directors before the 
year is out. 

There have been two impor- 
tant developments in the Gulf, 
Mobile & Ohio picture this year. 
One was consummation of the 
merger with the bankrupt Alton. 
This merger extended the system 


lines to Chicago, giving it a 
through route from the GuH of 


Mexico at New Orleans and Mo- 
bile to the Great Lakes. It is true 
that the past earnings record otf 
the Alton has been far from in- 
spiring and it remains to be seen 
whether or not this acquisition 
will add anything to system earn- 
ings under normal economic con- 
ditions. Nevertheless, the prop- 
erty was acquired without the 
assumption of any more than 
nominal additional fixed charges 
so the move can hardly detract 
from the system credit. Also, it 
is confidently expected that ex- 
tension of the system all the way 


to Chicago will bring material 
traffic benefits. This was found 


to be true when the original Gulf, 
Mobile & Northern lines were ex- 
tended north to St. Louis in 1940 
through merger with the Mobile 
& Ohio. 

The second major development 
in the picture was the completion 
earlier this year of the road’s 
comprehensive dieselization pro- 
gram. This diesel operations have 
been extended to the newly ac- 
quired Alton lines. There can be 
no argument as to the substantial 
benefits the system has derived 
from this new motive power. Not 
all operations are diesel. Instead, 
the company has installed suffici- 
ent diesel equipment to handle 
what is considered the potential 
normal volume of traffic. This is 
to avoid any substantial expensive 
idle diesel time when traffic de- 
clines, as it presumably inevitably 
will, from present peak levels. 

Reflecting installation of the 
new equipment the transportation 
ratio was cut to 32.5% for the 
first nine months of the year and 
the transportation ratio to 75.1%. 
In the nine months through Sep- 
tember 1946 these ratios were 
39.4% and 88.7%, respectively. 
The cut in the transportation ratio 
was larger than for any other ma- 
jor road in the country. Mo-e- 
over, it is indicated that the trans- 


portation ratio for the current 
nine months was lower than that 
of practically any other major 


carrier with the exception of such 


roads as Norfolk & Western and 
Virginian. The ratio was lower | 
than that of the traditionally 
highly efficient carrier, Chesa- 
peake & Ohio. 

The road has also benefited 
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Inco ef ATED 


GUARANTEED RAILROAD STOCKS-BONDS 


25 Broad Street New York 4, N. Y. 





dividend | 


mon stock has been attracting con- 
st week or so. A number ot analysts 
as an exchange 
ail stocks that have been showing 


earning < 


| this year from an increase in traf- 


| . ye 
|'fic and revenues. With the dual 
|influence of higher gross and 
more efficient operations the 


company reported net income of 
$3,186,305 for the period through 
September. This contrasts sharp- 
ly with a net loss (pro forma com- 
bined results of Gulf, Mobile & 
Ohio and Alton) of $2,654,278 sus- 
tained a year earlier. It is now 
estimated that earnings for the 
full year will probably be in ex- 
cess of $3 a share and this is what 
has fostered the hope that a divi- 
dend may be forthcoming. Last 
year even with a substantial tax 
credit the combined results did 
not provide full coverage of the 
preferred dividend. 

There is one other factor lead- 


attitude towards the company’s 
securities. That is the belief that 
the future traffic picture is e€n- 
couraging. This is based on the 
growth characteristics of large 
parts of the service area and the 
expectation of a continuing high 
level of, if not actual expansion 





| import freight through the Gulf 


| ports. 
| 








Geo. F. Thomas Il 
With Boyd & Go. 


CLEVELAND, OHIO — George 
F. Thomas II has joined the re- 
search staff of Boyd & Co., in- 
vestment counselors, 1700 Union 
































Geo. F. Thomas, II 


Commerce Building. During the 
past war he served as a Lieuten- 





|the Pacific area. Mr. Thomas is a 
| graduate of University School, 
| Harvard College, and Harvard 


|Graduate School of Business Ad- 
| ministration. 


‘Brennan & Brummer tc 
Be Formed in New York 


The New York Stock Exchange 
firm of Brennan & Brummer will 
| be formed in New York City as of 
Nov. 20. Partners will be George 
F. Brennan and Harold M. Brum- 





| mer. Mr. Brennan, who will re- 
} tire from partnership in Bull 
| Holden-& Co., will acquire the 
leo , ~ ane 

Stock Exchange membership pre- 


viously held by Mr. Brummer who 
jhas been active as an individual 
floor broker. 
— 


|W. P. Moncreiff With 


'_Norman Mesirow Staff 

THE FINANCIAL CHRONICL! 
CHICAGO, ILL.—W. Philip 

Moncreiff has become associated 

with Norman Mesirow, 135 South 


(Special to 


La Salle Street. member of the 
New York Stock Exchange. In 





Telephone BOwling Green 9-6400 
Teletype NY 1-1063 





the past he was a principal of 


| Moncreiff & Tittle. 


‘ing to the generally constructive | 


in, the movement of export and} 


ant (j.g.) with the U. S. Navy in| 


| falling market. 


a long list of progenitors. 
begotten an 
unending line 
—a line of in- 
vest ment 
problems, the 
solution to 
which must 
be fathered 
by the invest- 
ment policies 
of trustees. 
Untort u- 
nately for us, 








no universal 
savior has 
seen begotten. 
It is with a 
full realiza- Clarence D. Cowdery 
tion of this 
fact that I shall discuss some 


|policies which may be helpful in 
reaching a solution of the most 
| frequently occurring investment 
| problems. 

| Primarily, the investment pol- 
| icies of a trust institution must 
te from its basic duties as a 
| fiduciary, which are well known 
to everyone in this audience. A 
i'few years ago, while serving as a 
| member of the Trust Education 
'Committee of the Trust Division 
| of the A. B. A., I had a part in re- 





}emana 


|vising the Trusts 1 textbook used | 
|those ot fering reasonable cer- | 


| by the American Institute of 
|Banking in teaching the 
business to bank and trust com- 
pany personnel. The review of the 
investment responsibilities of 
trustees presented in this text is 
most helpful as a starting point in 
ithe development of investment 
policies. It should be required 
reading for every new officer and 
director of a trust institution. 

It is elementary to state that the 
investment policy for each trust 


terms.of the trust instrument 
under which it was established. 
Any limitation on the investment 


power of the trustee must be 
scrupulously observed or the 
trustee may find himself in 


trouble. True, a corporate trustee 
may rightfully feel that any re- 
strictive provisions in the terms 
of a trust which prevent it from 
exercising its best business judg- 





'ment are unwise and a _ severe 
|handicap in its administration; 
but to disregard them, however 


poorly conceived, is a breach oft 


held liable even though motivated 
iby the best intentions. The trustor, 
and not the trustee, is responsible 
for such restrictions and_ the 
trustee’s judgment cannot be sub- 
stituted for that of the trustor by 
failing to comply. 
One of the most 
guides the formulation 
investment policy for 
is consideration of the needs of 
beneficiaries. Needless to say, 
they are of infinite variety. The 
needs of a widow with surplus 
income (if that possible) and 
with no dependents are vastly 
different from those of another 
| widow whose income is meager 
and who has several small chil- 
dren to support and educate. The 
|needs of children differ widely 
| because of differences in age, 
sex, physical condition and apti- 
tudes. These circumstances can- 
not be overlooked by a trustee 
| when determining an investment 
|policy for its respective trusts. 
| Other facts to be considered in 


to of an 


is 


| ——_—_ 

“An address by Mr. Cowdery be- 
fore the 16th Mid-Continent Trust 
Conference of the Trust Division 

|} of the American Bankers Associa- 
| tion, Chicago, II1., Nov. 7, 1947. 


trust | 


account must be governed by the | 


trust for which the trustee will be ; 


important | 


- 4 ee er, 
fiduciaries | 


By CLARENCE D. COWDERY* 





© 
each case are the minimum in- 
come needed, the tax bracket of 
the beneficiary and the duration 
of the trust. 

After a study has been 
of the crust instrument and the 
needs of the beneficiary of a par- 
ticular irust, the trustee will be 
in a position to determine what 
investment objectives are 


come is ample and is taxed 
high brackets, tax exempt securi- 
ties are required to constitute a 
large part of the investment port- 


folio. Stocks of strong companies 
having unusual possibilities for 


#Zrowth, cven though offering a 
low yield, are more suitable tnan 
others which offer higher yields 
equally secure but without the 
growth factor. 

In other accounts where income 
is scant, maximum income must 
be sought. Municipals are an ex- 
travagance which these accounts 
cannot afford because they derive 
no benefit from the premium paid 
for tax exemption and should be 
1eplaced by securities with higher 
yield. Stocks with yields below 
average obviously are unsuitable 
and any stocks held should b2 





| tainty of income and maximum 
|yield. Preferred stocks of com- 
panies enjoying stable incomes 


may be used advantageously when 
|Obtainable at satisfactory yields. 
Well secured deeds of trust with 
an adequate yield are especially 
desirable but unfortunately at the 
present time, the supply in many 
parts of the country falls so short 


difficult to obtain. 

A good policy followed by 
many companies is to work out 
a general investment pattern for 
each trust account at its first re- 


view by the investment commit- 
tee. A decision is then reached as 
to the proper size of investment 
unit — that is, the maximum 
amount to be invested in securi- 
ties of one coinpany or in any 
real estate loan. The committee 


also decides upon the approximate 
proportion of the trust fund to be 
invested in each general class of 
securities how much in bonds, 
governments and corporates; how 
rnuch in mortgages and how much 
|in common and preferred stocks. 
Decisions on these points serv 
a useful guide all subse- 





al 


as 


help maintain well balanced port- 
folios, but should also b 
subject to review and change, if 


they 


| flexibility of policy is to be main- 
| tained. 

Another basic duty of a trust 
|institutinn underlying many of its 
|investment policies, is duty to 
}minimize investment risks. It is 
'vequired to adhere rigidly to 
policy which forbids the pute 


| chase or retention of property for 
| speculative profit. No matter how 
|good its intentions may be, or 
| how tempting the chances for 
| gain, neither a trust nor a trustee 
!can afford the risks incurred i 
| speculative ventures. This is es- 
pecially true today when specu- 
Hative benefits to a trust are 
limited by present tax laws which 
reduce net gains and greatly re- 
istrict tax benefits from losses. A 
| trustee should also bear in mind 
ithat in trust accounting, the 
| liability of a trustee for loss re- 
| sulting from a speculative trus' 
investment cannot be reduced by 
showing profits realized on other 
investments it made for the same 





quent reviews of the account and | 


| 





| 
| 


made | 


| 





| 


| 
| 
| 


| 


Investment Policies for a Trust Institution 


Vice-President, The Boatmen’s National Bank of St. Louis 


Pointing out stocks are becoming more general for investment of trust funds, Mr. Cowdery notes oppor- 
tunities for capital appreciation in equities not found in bonds and mortgages. 
hitting trust investment policies to needs of beneficiaries but without neglect of investment risks, and 
advocates, where equities are held, holdings should be reduced on rising market, reversing process in 
Advocates diversification, both as to geographical location and industries. 


Stresses importance of 


When we open our Bibles to the first chapter of the Gospel according to St. Matthew, 
we read the genealogy of the Saviour beginning with Abraham, followed by the names of 
Like Abraham, as every trust man knows, the trust business has 


trust. Consideration of these facts 
clearly shows that a trustee who 
speculates with trust funds has 
the cards stacked’ against him and 
is asking for trouble. 


Investment risks may also be 
minimized by obtaining proper 
diversification of investments in 


each account. Besides limiting the 


indi-| dollar value of each investment 
cated. In some accounts where in- 


unit as mentioned previously, 


in| there are other methods of diver- 


sification to consider. It is ac~ 
cepted practice to diversify in- 
vestments with respect to indus- 
tries, selecting those for whose 
products and = services there is 
likely to be a continuing demand 
through all phases of an invest- 
ment cycle. Manufacturers of food, 
clothing, soap and utility com- 
panies are excellent examples. 

It is also well to diversify as to 


the geographical location of in- 
custries so that a disaster, a labor 
disturbance, or other unsettling 
condition in one part of the 


country, will not affect the entire 
investment portfolio of any ac- 
count. Selecting investments with 
staggered maturities is another 
form of diversification. It is bene- 
ficial as it permits reinvestment 
of funds at various stages of an 
investment cycle, thereby obtain- 


ing an average yield throughout 


of the demand that they are very | 





| 


» as to 


| 
| 


! 
| 
\ 


ay 








\ 


, to protect assei 


each cycle. 

Greatest success in administer- 
ing trust accounts can be achieved 
through a constant study of gen- 
eral market trends, seeking favor- 
able opportunities to trade up the 
quality of each investment port- 
folio, thereby disposing of poor 
grade securities and acquiring 
those of higher grade. Market ob- 
servers know that such opportu- 
nities often occur in a bull mar- 
ket when prices of poor and 
medium grade securities more 
nearly approach those of better 
grade. 

In accounts where equities are 
held, it is well to plan to reduce 
holdings in stocks on a rising 
market and to increase holdings 
in bonds, reversing the process 
on a falling market. A good deal 
of courag2 may be required to 
follow this policy which is needed 

values. It is evi- 
part of the stocks 
the market ris- 
sale price may be 


it a 
while 
the 


dent that 
are sold 
ing, that 


1S 


»| considerably tower than the ulti- 


mate high reached in the price 
movement. Co-irustees and bene- 
ficiaries may be hard to convince 
the wisdom of such sales. 
and some may be severely critical 


|}after higher prices are reached 
but nevertheless, I believe it is a 
sound policy to make them. No 


one can expect to make every sale 
{ 


at the top of the market and un-~ 
less some sales are made at vari- 
ous stages of the advance, there 
is serious Canger that values may 
shrink so rapidly that sales op- 
portunities will vanish. Best re- 
sults are obtainable in most in- 
stances by foilowing a _ definite 


policy determined in advance of 
the price rise. 

Every corporate fiduciary un- 
doubtedly recognizes its duty of 
undivided loyalty to its trusts, but 
now and then, we find such insti- 
tutions brought into court over an 
alleged violation of this duty. 
Why does this happen? Evidently, 
these companies have failed to 
enforce an investment policy un- 
der which their interests and the 
interests of their trust benefici- 
aries may not conflict. Their dif- 

(Continued on page 30) 








Volume 166 Number 4646 





THE COMMERCIAL & FINANCIAL CHRONICLE 





(1955) 15 











The Marshall Plan Must Succeed! 


By PHILIPP H. LOHMAN* 
Chairman, Commerce and Economics Department, 
University of Vermont 
Dr. Lohman, asseriing total number of dollars involved in European 
aid is secondary, advocates implementation of Marshall Plan as 
last hope for liberty in Western Europe. Points out Western Europe 
is not a poor area and by production and proper interchange of 
goods and commodities, problem of economic distress can be 
solved. Advocates economic union of Western Europe, with estab- 
lishment of sound currencies, as essential. 


To use the words of our Secretary of State General Marshall, 
we have been for some time engaged in a cold war with Russia. We 


have made two main moves so far. 


One, the so-called Truman Doc- 


trine pertaining to our efforts in maintaining the independence of 


Greece and 
Turkey is a 
purely defen- 
sive move, 
The other 
step we have 
taken is the 
so-called Mar- 
shall Plan 
which very 
definitely is 
an attack. The 
Marshall pro- 
posal recog- 
nizes that 
there exists 
today ae di- 
vided Europe. 
Tne countries 
east of this boundary line we in 
a sense recognized as being with- 
in Russian economic if not politi- 





P. H. Lohman 


cal territory. But even within 
this territory, Russia’s satellites 
are looking west. Tito, for exam- 
ple, has trouble with his 5-year 
Plan. His exnerts have recently 
practically told him that if he 
wants to reach the industrial goa! 
et, he must get from the West all 
the credits, equipment and tech- 
nical aid he needs. And that he 
must make a 50% cut in the plan- 


ned expenditures in Yugoslavia 


for social services, transport, 
housing and similar improve- 
ments. To show you how far 
Tito Yugoslavia is back, eco- 
rol CaliV §} £ narching in 
ihe rear, tak 1951 goais for 
ODI € id, ! ine Ol pro- 
ictio Pine ! below 
re\ ca} ! irily the 
result of Tito removing most ke 
Wit Western connec- 
tions whe he opriated these 
i p) 1 Poland and 
Cze kia, too. e at least 
ar LI: pe ng looking 
westward. For the goods they 
need for industrialization simply 
cannot be obtained trom Russia. 
But at any rate, the Marshall Plan 
reconciles itself more cr less to 
the presently existing division in 
Europe, but holds out U. S. eco- 


nomic aid to the other European 
natio General Marshall asked 
the Western Europeans to tell us 
exactly how much aid they need 
and also to show to us that they 
are doing their utmost toward 
helping themselves. And that is 
where, I think, the proverbial rub 
comes into the picture. 


Dollars Secondary 


In the first place, the total num- 


ber o: dollars involved in our 
Furopean aid is certainly sec- 
ondary. It is not a question of 


< 


having a special session of Con-'| 


gress argue over the question 
whether we ought to give ten or 


‘folks at 


twenty billion dollars. Money| 
cannot be the criterion. If $10) 
billions are appropriated, but 
won't get Europe on her feet, 


whereas $20 billion would have 
cone that, then obviously the $10 
billion plan is the more expensive 


plan. Secondly, while we must 
“ynake a long commitment, such 
commitment should be open to 
periodic review. Above all, Eu- 
ropeans must go to work and 
think of themselves as, at least, 
economically a unit. Let’s not 

“From an address by Dr. Loh- 
man at the Southwest District 


Meeting of the International Re- 
lations Committee of the Vermont 
Federation ot Women’s’ Clubs, 
Burlington, Vt., Sept. 23, 1947. 


| rusa 
|other plan—what we are after is 


into this Marshall or any 
above all success. 

FEuropear nations are today 
weak and tired and would like to 
buy on the cuff what they either 
cannot or do not, at this time, 


produce. Self-help is not a very 


, popular policy at any time and it 


is certainly not now in Europe. 
The balancing of budgets—sound 
money is impossible without bud- 


get balancing — longer hours, 
harder work—these are all steps 


which Europe must take but hesi- 
tates to take. Above all, there is 
just simply too much thinking of 
Individual nations rather than a 
Western European community of 
rations. Here are some of the 
things that worry Undersecretary 
of State Mr. Clayto.. France, with 
big ideas of her own future, tries 
to get much as possible for 
Freich industries under the Mar- 
shall Plan—in guise of a European 
} 


as 


plan. And the British, very eager 
to trim tne requests of smaller 
nations, estimated their needs in 
ter of collars tar above what 
U. S. experts thought necessary. 
3ritain’s Position 
Oh, well. we e all human.and, 
1 for one 1 understand how 
he Britisn mus d do feel. For 
xa ) oul brupt ending of 
lend ( ll a sore spot with 
he B) 5] Thev teel \ snould 
| cont ued that fo a whiie. 
Ch Ot Course. OUul oan to Brit- 
ain in 1945 is now a most provok- 
ng tonic. They feel we burdened 
1. with 1 manyv conaltions 
Tj 1 \ kicked out OPA: our 
ising prics for food eant tne 
British had » pay more for fcod, 
a\ ate) s and manufacturing 
POOd ] 1S cou k us CUl- 
the purchasirg power of the 
ie Then, « purse, \ feel the 
British ought to give up the idea 
of treating British trade within 
ie Commonwealth more favor- 
«bly than our expoits. Again the 
present British austerity keeps 
ine average man and woman con- 
stantly inindful of our high stand- 
erd ef living. Their food supply 


monotonous: 
to smoke as 


is smaller and more 
teev cannot #offord 
much as they used to; and 
their favorite relaxation, Amer- 
ican movies, are also being cur- 
tailed. Naturally this gives rise to 
irritation and anti-American feel- 
ing, all quite understandable. 
But the suit will have to be cut 
according to the cloth available. 
Britain simply must sell a large 
percentage of her production 
abroad in order to buy the food- 
stuffs. raw materials and ma- 
chines she needs to rebuild her 
cconomy. That means the British 
home can’t get these 
goods. The Socialists simply must 
reduce expenditures—and again I 
don’t mean for monetary reasons, 
I mean simply because labor and 
machines can’t be spared for 
public works, new plants, schools, 


hospitals. Food subsidies need to 
be cut if not eliminated. Higher 
prices would drain off excess 


purchasing power and drive home 
the gravity of the economic crisis. 
I don’t believe the average British 
worker is quite aware of the se- 
verity of the economic situation 
facing his country. Read, for ex- 
ample, a recent Sunday New York 
“Times” article on the crisis that 


(Continued on page 42) 























































































We Must Help Abroad in Businesslike Way 


y THOMAS E. DEWEY* 
Governor of the State of New York 
Maintaining we have no alternative except to act in present emergency, Republican leader insists our 
aid must be on following bases: (1) Reconstruction loans directly for business purposes, administered 
under close supervision of American business men; (2) all aid supervised by special bi-partisan board; 
(3) allocation on instalment basis pursuant to recipients’ conformity to stated programs; (4) loan pro- 
ceeds devoted to building productive resources; (5) definite statement of long-term policy by Congress, 
and (6) accompaniment of relief by explanation of American achievements under free enterprise. 


We meet during a period when most reasonable men are concerned for the future of 
our domestic affairs and are genuinely troubled as to the proper course of our Nation in 
foreign affairs. Internally the Nation is suffering the cruel effects of an inflationary rise 
in the cost of . 
living asa sole 





» — - 


,|ful people are sayiig we should;hood, political penetration and 


result of |withdraw from the world. They economic sabotage. The whole 
the economic | Say Europe and China are finished | system of political and economie 
ignorance of jand we should not dissipate our | treedom for which our country 
-the National strength in trying to save them.) stands, is under attack by those 


Administra- | Meanwhile, a great program is! Who would establish a world-wide 


‘tion. In for- | being prepared for consideration Lule of a police state. 

“ign _ affairs, |by the Congress to help stabilize! This attack is being hurled 
fp eee | : ‘ Rs ; 5 

rom. Teheran | Europe, while nothing is yet pro-| against us by able and purposeful 


through Yalta 
to Potsdam 
and since, we 
have seen our 
zovernment 
giving aid and 
comfort to 
Communist 
conquest, In 
Germany, the industrial heart of 
Europe, we have applied economic 


| posed concerning China. It is very 
|e€asy, out of sentiment, to accept 
}uncritically any program to aid 
| starving millions of people and to | 
|help preserve free sovernments. 
It is equally easy to say we cannot 
| afford any program at all on top 
|of our own staggering war debt 
end destructive levels of present 
income taxes. The serious eco- 
nomic and diplomatic blunders of 


men who know what they want 
and propose to get it. We need to 
understand their objectives. They 
are boadly two: First, to intimi- 
date free governments everywhere 
into accepting Soviet leadership 
and, secondly, to mislead or in- 
timidate the American people into 
refraining from givin, aid to those 
who need it. The Soviets believe 
the way to block our policy of 








Thomas E. Dewey 


polictes which have undermined |the National Administration make restoring economic health to the 
recovery 1n all Europe. In the) it even more difficult to reach! world is to shout that this policy 
Orient, we have seen our own! sound decisions calmly and with-| of ours will lead to war. Of course, 


government turn against our war-| 
time Chinese allies and order them, 
under pain of losing American 
support, to accept into their gov- 


the simple truth is that the only 
risk of war comes from the Soviet 
attempt to establish police states 
and dictatorship over people who 


out partisanship. But I earnestly 

believe that is ow duty. 
Despite the blunders of the Ad- 

ministration, real progress has 


ernment the very Communists been made in some directions. The| have known and love freedom. 
who seek to destroy it. bi-partisan foreign policy, which, The surest way to avoid war Is 
We have seen reconstruction!! had the nae tn inaugurate | to create a strong and determined 
falter because people did not/during the summer of 1944, has| world of free nations. The risk 
work, either because they were|been notably successful where it;of war is that the Kremlin will 
unabie, from lack of food, or un-|kas been followed. Through the|repeat the mistake ot other des- 
willing, for lack of anything to} qdistinguished leadership and la- | Pots in 1914 and again in 1939— 
buy with the wages they earned.| bors of Senator Arthur H. Vanden- | the mistake of believing that free 
We have seen Socialist experi-| berg and Mr. John Foster Dulles,| people cannot or will not resist 
nents which we confidently be-|we were prevented in the early | Slavery. 


lieve to be tragic errors but which 
ot 


Gays of the peace fiom scuttling 
our other friends, as was done in 


the case of China, and our prestige 


No Come-Back From Communism 
Nevertheless, there a school 
of thought which says we should 


nre the inevitable 


despair, 


c rcsult frus- 
.¢ "- ] Is 
tration and AS 























While Europe and China are/in the United Nations has steaaily 
l C 4 « a ililic c : tags $ laairy sTTS 12a lo HY By a ¢ 
struegling along at a bare sub-| mounted. I do not believe thi eave our friends in Europe and 

Ps : , nant 237 aps lea : the tre-| Asia to work themselves out of 

istence level, their confused peo-| country wll: eV\ LNOwV iN¢ if ; ° } | if 
vies turn from 01 romised rem- | mendous debt of atitude it owes | the hse alone oo 1 Py — 
edy to another with ua rising sense | to the unselfish labors and high/| tive nat They are aone LO} any- 

7 Fa as: triotism of Senator Vandenbe!: ay. Let them try Communism 
of loneliness and desveration patrlousm i senator vVallGenperp ’ " , +} il 

, " “ i eo a - . lI, ro) ‘ ver i ty y 

n tl face of such.a dismaving | @nd Mr. Dulles. if they want to and tnen they wil 
, a al bueat tot come back to free governments. 
MClUuUle It » 1Ut Uliltialulea ilcil , ‘ ° 
: rar 4 ¥ - Put the 1 a . aot : { ‘ ynee 
iment in our own country | Phe Attack On U. S. sche unhappy tact ea that one 
should be confused, Wany thought a Communist dictatorship is set 
MOU OS COMLUSEG, May WOuUgm It has been well said that we are | yp, there is no peaceful escape. 
a 7 : : OST. ee Sa 5 : . ries - 
ha cold wi We are in it for) Moreover, after the spiritual and 
An address by Governor Dewey |the simple reasa: are being ; . — 
oh ae ene Se See eer eee, | ee eae “elas We ve'® | physical devastation of six years 
at the 30th Annual Banquet of) attacked by all means short of |*: . 

. " nT ec ss y y ri . ‘ te x »y? v¢ > me eal ae S 
“Forbes Magazine,” New York|war, The attack is by the most of total war people cannot easily 
City, Nov. 5, 1947. ‘violent form of propaganda, false- (Continued on page 37) 
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As a matter of necessity and enlightened self-interest U. S. dol- 
lars will be employed to rescue Western Europe from economic and 
political disaster. There will be a consequent immediate drain on the 


resources of this country and a threat to the domestic standard of 
living. The benefits of this more* = : 


or less enforced policy are in- 
direct and for the most part will 
be postponed until its purpose is 
achieved. In the meantime it is 
highly desirable to consider more 
positive means of maintaining and 
if possible of raising the present 
economic level. 

The scope for expansion from 
within has been largely exhausted 
and the toreign field in general 
with its many pitfalls has little 
attraction for the private investor. 
There still exists “however one 
outlet for the profitable invest- 
ment of U. S. capital where the 
ultimate returns might very well 
be comparable to those realized in 
earlier eras of colonial develop- 
ment. The situation in question 
has already been well explored 
but hitherto it has been over- 
shadowed by the immense scope 
of the domestic field. Previously 
there appeared to be no end to the 
enormous wealth of readily avail- 
able natural resources of this 
country. Today, however, with 
possible raw material shortages 
on the immediate horizon and 
with the spectacular increases of 
the last decade in _ population, 
productive capacity, and the vol- 
ume of capital funds, the need for 
fresh fields for expansion becomes 
increasingly acute. 

The answer to this problem un- 
questionably lies in the known 
and unknown undeveloped re- 
sources in the vast empty spaces 
of Canada. Much remains to be 
done however before this con- 
ception could be put into practi- 
cal effect. Canada also must look 
beyond the immediate necessities 
and plan more boldly for the fu- 
ture. Great as is the problem of 
Canada’s immediate U. S. dollar 
shortages, the Dominion’s dearth 
of population is even more seri- 
ous from the long-range point of 
view. It is true that there has 
been a recent change in the pre- 
vious official outlook towards im- 





migration, but the present world 
conditions are now propitious for | 
a revolutionary approach towards, 
the solution of this problem. The 
British Isles are patently over- 
crowded and the excess of popula- | 
tion militates against an early} 
British economic recovery. The 
D. P. situation also constitutes an! 
international problem that could, 
be turned to Canadian account. 
Canada is now devoting serious; 
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attention to increased production 
for the U. S markets but without 
increased man-power little prog- 
ress can be achieved in this di- 
rection. 

Another essential requirement 
is an ample supply of capital 
funds to finance new projects. 
This also can not be adequately 
furnished from domestic sources. 
It is therefore to this country 
that Canada must look for her 
capital needs. Under present con- 
ditions however a free flow north- 
wards of U. S. funds is not likely 
to materialize. An important pre- 
requisite is the removal of re- 
strictions on foreign capital within 
the Dominion. At first sight this 
appears impossible of immediate 
accomplishment, but it musi be 
remembered that in view of this 
country’s existing vested interest 
in Canada, sympathetic considera- 
tion would be given to any Ca- 


nadian proposal for a_ practical 
solution of this embarrassing 
problem. 


The situation is now ripe for 
strong Canadian initiative’ in 
these directions especially as any 
progress made towards the real- 
ization of these objectives would 
also contribute to the success of 
the current international relief 
measures. As already mentioned 
the benefits that would also ac- 
crue to this country are incal- 
culable. The dormant mineral 
resources of Canada’s virtually 
unexploited two million square 
miles of Laurentian Shield consti- 
tute natural long-term reserves 
for U. S. industry. The predicted 
age of wood gives added signif- 
icance to the Dominion’s un- 
rivaled wealth of virgin forest. 
Last but by no means least, Can- 


ada with almost unlimited re-| 
serves of cheap hydro-electric 
power, with over half of the 


world’s fresh water for industrial 
purposes within her borders, and 
with cheap land for factory-sites, 
all these contribute to make the 


Toronto Exchange Asks 
Reports of Short Sales 


C. P. McTague, Chairman of 
Ontario Securities Commission, 
and R. J. Breckenridge, President 
of the Toronto Stock Exchange, 
have issued .the following joint 
statement with reference to re- 
porting short sales: 

“With the approval of the On- 
tario Securities Commission and 
after thorough consideration of 
the situation with respect to 
short - selling 
procedure in 
Ontario, the 
Toronto Stock 
Exchange 
has amended 
its snort- 
selling regu- 


that 
short- 
order 


viding 
every 
selling 
shall 
marked _ short 
and shall be 
reported ac- 
cordingly — to 
the floor- 
trader whose 
duty it shall be to see that the 
regulation is observed. 

“A sale against a valid and sub- 
sisting option to purchase is not a 
short sale within the meaning of 
the regulation. 

“The exchange is requiring its 
member firms to make fortnightly 
reports of all outstanding short 
positions on their books in listed 
securities. The returns will be 
summar:zed by the Exchange and 
a statement of the aggregate short 
positions in each issue will be 
made public through the press. 
The first statement will be as of 
Friday, Nov. 14.” 


Report World Bank May 
Need More Capital 


If asked to participate in Mar- 
shall Plan, it will need more 
funds from members. Only about 
| $1 million now available for 
| lending. 

| Jt is reported from W 
ithat an official of 
|tional Bank for 
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President’s Committee 


Reports on Foreign Aid 


Committee, headed by Secretary of Commerce Harriman, issues 
elaborate report in which it estimates needed appropriation of $53/4 
billion for European aid in 1948, and a total during four year period 


of some $17 billion. 


Holds such assistance will call for anti- 


inflationary fiscal policies in U. S. and a new agency to administer 
aid extended. 


The committee of 19 distinguished citizens, appointed by Presi- 
dent Truman on June 1 to serve under the chairmanship of Secretary 


of Commerce W. Averell Harrima 


ing the kinds and amounts of our resources 


n, to determine the facts concern= 
available for economie 


assistance to®—————— . —— 
foreign coun-| especially food which Europe 
tries and to} must have—adds to the inflation= 
advise on the|ary pressure at home. 

limits within 

which the Danger in Inflation Stressed 
U. S. might The committee regards as non= 
safely and|sense the idea which prevails to 


wisely extend 
aid, issued its 
report on Nov. 
8. The lengthy 
document, 
comprised in 
two volumes, 
covers in de- 
tail all ele- 
ments of the 
problem, and 
concludes that in our own self- 
interest as well as a means of pre- 
venting the collapse of Europe 
and a defense against Commu- 
nism, that this nation should afford 
relief during 1948 to the extent 
of $554 billion and a total outlay 
of about $17 billion, extending 
over a period of four years. Im- 
mediate aid should be supplied in 
the form of food, clothing and 
fertilizer, while assistance for per- 
manent rehabilitation should come 
later. The committee pointed out 
that steel and similar construction 
materials needed are now in short 
supply in this country and there- 
fore cannot be spared immedi- 
ately. It also recommended a new 
governmental agency to admin- 
ister the aid program. 





W. Averell Harriman 


Summary of Report 
The summary of the commit- 
tee’s report follows: 
I. PRINCIPLES 


The President’s Committee on 
Foreign Aid was asked to deter- 


| mine the limits within which the 


| 


the Interna- | Europe. 


Dominion an industrial paradise| and Development has given notice | 


without consideration of 
abundant supplies of easily acces- 
sible raw materials for almost 
every type of industrial enter- 
prise. 

During the week the external 
section of the bond market re- 
mained quiet and almost un- 
changed but the internals eased 
slightly in sympathy with the de- 
cline in free funds following a 
further spate of unconfirmed cur- 
rency rumors. Canadian _ stocks 
staged a rally independently ot 
the New York market with steels, 
base-metals and papers in strong 
demand. Favorable drilling re- 
ports also created renewed inter- 
est in the speculative mining 
group. 


E. M. Adams Co. Adds 


(Special to THE FINANCIAL CHRONICLE) 


PORTLAND, OREG. — William 
E. Jordan is with E. M. Adams & 





| Co., American Bank Building. 
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‘Plan it will require additional 
| capital from its member nations. 
At present, the Bank is reported 
'to have only $500,000,000 available 
‘for lending and although there is 
'a theoretical lending capacity of 
| $8,225,100,000 based on its sub- 
'sciibed capital, the actual cash 
thus far paid in amounts to but 
$1.6 billion. Since the United 
States -backing of the Bank is 
fixed at $8,175,000.000, it is 


its limited cash resourcesg repre- 
sents the lending power of the in- 
stitution as the Bank is now con- 
stituted. 

It is generally held, that the 
Bank’s borrowing power, as repre- 
sented by bond issue floated in 
U. S., cannot exceed slightly more 
than the $3 billion presented by 
the United States Government’s 
portion of the Bank’s capital. 
Pressure for loans from the Bank 
is increasing. An application for 
a loan from Poland has _ been 
under consideration, but in view 
lof that country’s refusal to par- 
ticipate with the Western Euro- 
pean nations in the Marshall Plan, 
it is considered unlikely that it 
will receive an accommodation. 
France’s application for an addi- 
| tional $250,000,000 is also reported 
|to have been held up, pending 
inew developments in that country. 
|It has been pointed out from time 
‘to time by the officials of the 
|Bank that it is not empowered by 


| its charter to provide loans for 
/emergency relief but is limited to 


i the financing of specific projects. 





| pointed out that this amount, plus | 


the that if the institution is to partic- | Western 
ipate substantially in the Marshall | 





United States could safely and 
wisely extend aid to Western 
It has approached this 


assignment in a spirit of realism. 

We believe that the future of 
Europe lies very much 
in its own hands. No amount of 
outside aid, however generous, 
can by itself restore to health the 
economies of the 16 nations which 
met at Paris in July. Except in 
Western Germany, where the 
United States has direct govern- 
mental responsibility, the success 
of any aid program depends ulti- 
mately on hard work and straight 
thinking by the people and the 
governments of the European na- 
tions themselves. 

The 16 nations, and Western 
Germany, comprise over 275,000,- 
000 men and women. They pos- 
sess great agricultural and indus- 
trial resources. Even at its pres- 
ent depressed state, the production 
of this area is vastly greater than 
any aid which this country can 
provide. Such aid must be viewed 
not as a means of supporting Eu- 
rope, but as a spark which can 
fire the engine. 

The committee is also aware 
that the volume of aid required 
from the United States is of such 
proportions that it will place a 
substantial burden on the people 
of the United States. For all its 
resources, the United States is no 
limitless cornucopia. The popula- 
tion of this country represents 
something less than 7% of the 
population of the world. This 
country has heavy responsibilities 
at home as well as in Europe, in 
Asia and in our own hemisphere. 
The aid which we give represents, 
to be sure, only a small fraction of 
our total production. But at the 
present time there is no slack in 
the American economy and every 
shipment abroad of scarce goods— 


a considerable degree in _ this 
country and abroad, that we need 
to export our goods and services 
as free gifts, to insure our own 
prosperity. On the contrary, we 
are convinced that the immediate 
economic danger to the United 
States is inflation, which means, 
among other things, a shortage of 
goods in relation to demand. We 
believe that our goal should be to 
bring about a condition where ex= 
ports from this country are more 
nearly balanced by a return flow 
from abroad of services and mate= 
rials essential to our own econ-= 
omy. We also believe that the Eu- 
ropean nations desire to achieve 
such equilibrium in the interests 
of their self-respect and prosper- 
ity. To make this equilibrium 
possible should be a major ob- 
jective of any program of aid. 

The interest of the United 
States in Europe, however, can- 
not be measured simply in eco- 
nomic terms. It is also strategic 
and political. We all know that 
we are faced in the world today 
'with two conflicting ideologies. 
| One is a system in which individ- 
ual rights and liberties are main- 
|tained. The opposing system is 
one where iron discipline by the 
| state ruthlessly stamps out indi- 
| vee liberties and obliterates all 
opposition. 

Our position in the world hag 
been based for at least a century 





on the existence in Europe of a 
| number of strong states com- 
| mitted by tradition and inclina- 
tion to the democratic concept. 
The formulation of the Paris re- 
port is the most recent demon- 
stration that these nations desire 
to maintain this concept. But de- 
sire is not enough. The demo- 
cratic system must provide the 
bare necessities of life now and 


quickly rekindle the hope that by 
hard work a higher standard of€ 
living is attainable. If these 
countries by democratic means do 
not attain an improvement in 
their affairs they may be driven 
to turn in the opposite direction. 
Therein lies the strength of the 
Communist tactic: it wins by de- 
fault when misery and chaos are 
great enough. Therefore the 
countries of Western Europe must 
be restored to a position where 
they may retain full faith in the 
validity of their traditional ap- 
proaches to world atfairs and 
again exert their full influence 
and authority in international life. 


It. POLICIES 


The success of any program for 
aid which may be adopted will 
depend on the policies which this 
country and the European na- 
tions pursue. It should be made 
a condition of continued assist- 
ance under such a plan that the 
participating countries take all 
practicable steps to achieve the 
production and monetary goals 
which they have set for them- 
selves in the Paris report. Failure 
to make genuine efforts to accom- 
plish these results would call for 
cessation of further assistance. 


However, aid from this country 
should not be conditioned on the 
methods used to reach these goals, 
so long das they are consistent with 
basic democratic principles. Con- 
tinued adherence to such prin- 

(Continued on page 32) 
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Sterling Devaluation Fears 
By PAUL EINZIG 

Noting speculation abroad regarding possibility of sterling devalua- 

tion, Dr. Einzig reports no such fears in Britain. Admits confidence 

in sterling is lacking in foreign countries, but points out devaluation 

would not now help British exports as in 1931. Holds British guar- 

antee against loss on sterling balances would diminish sterling crisis 
LONDON, ENG.—There has been lately a revival of speculation 
abroad on the possibility of a devaluation of sterling. In Britain it- 
self there is no sign of any such fears. Indeed, the London ‘Times,’ 
to the complaints of an American 
visitor who » senene 


in its Nov. 4 issue, gave publicity 


was very an- 
noyed because 
London shops 
were not pre- 
pared to ac- 
cept payment 
indollar notes. 
In _ practically 
every other 
country in the 
world he 
would have 
experienced 
no such diffi- 
culty; indeed, 
he would prob- 
ably have ob- 
tained a favor- 
able “black” exchange rate. But 
to the average Briton the pound 
is still the pound, in spite of sus- 
pension of convertibility and other 











Dr. Paul Einzig 


difficulties. It was this spirit that 
kept the fall of sterling within 
reasonable bounds in 1931. Al- 


though there is a minority which 
seeks to evade the law to secure 
foreign currencies, the overwhelm- 
ing majority of British people is 
just not interested in foreign ex- 
change. 

This coniiuence in sterling is 
not shared in foreign countries. 
There the suspension of converti- 
bility gave rise to a wave of dis- 
trust—much worse than could con- 
ceivably have arisen if converti- 
bility had not been attempted at 
all. The persistently adverse trade 
balance and the drain on the gold 
reserve that has continued in spite 
of the suspension of convertibility 
resulted in a widespread belief 
that sooner or later sterling would 
have to be devalued. This belief 
is largely based on the ignorance 
of the facts of the situation. In 
1931 sterling was distinctly over- 
valued. Today, according to an 
American expert report endorsed 
by the Federal Reserve Board, it 
is decidedly undervalued. While 
in 1931 a devaluation of sterling 
was bound to help British exports, 
today it would make very little 
difference to the volume of ex- 
ports, owing to the limited sup- 
plies available for sales abroad. 
On the contrary, it would reduce 
the foreign exchange proceeds of 
exports, and would therefore 
widen rather than reduce the gap 
in Britain's balance of payments. 

All this is fairly obvious. Never- 


theless there are many _ people 
abroad who believe that sooner 
or later Mr. Dalton would decide 


to devalue, because of the inade- 
quate success of the export drive. 
This belief is based on the as- 
sumption that no American assist- 
ance would be forthcoming to 
Britain. On that assumption it 
seems reasonable to anticipate 
that the gold reserve would be 
exhausted sometime during 1948. 
It is believed that when that stage 
is reached sterling would have to 
be devalued. This is, however, by 
no means certain. Unless by that 
time the sellers’ market has given 


way to a buyers’ market, and 
Britain has accumulated large 


stocks of goods which she is un- 
able to sell abroad, there would 
be no point in devaluing the 
pound. If there are no more dol- 
lars. dollar imports would simply 
have to be discontinued. 

Those who expect a devaluation 
of sterling sometime next year 
assume, however, that in the 
course of the next 12 months the 
situation on the world market 
would undergo a_ fundamental 
change. Competition would be- 
come once more very keen, and a 
currency undervaluation would 





Grimsditch With 





’ 


once more enable Britain to in- 
crease her exports, as it did in 
1931. It would of course be ab- 
surd to devalue a currency which 
is already undervalued. The Brit- 
ish Government would undoubt- 
edly do its utmost to avoid such 
a solution. In any case, it does 
not appear likely that such a fun- 
damental change in the world 
market situation would occur so 
soon. 

One of the reasons for the de- 
valuation fears lies in the reluc- 
tance of foreign governments to 
agree to holding large amounts 
of inconvertible sterling. Were it 
possible to induce the rest of the 
world to hold some hundreds of 
millions of pounds of new bal- 
ances, in addition to the billions 
of pounds of o!d balances, it would 
go a long way towards solving 
Britain’s balance of payments 
problem in 1948. And by 1949 con- 
ditions might change in Britain’s 
favor. 

Foreign governments are re- 
luctant, however, to acquire new 
sterling balances, and their re- 





luctance is largely due to Mr. 
Dalton’s unwillingness to 
them a guarantee against 
arising through a devaluation of 
sterling. His negotiators argue 
that such a guarantee is unneces- 
sary, for there is no question of 
any devaluation. The foreign gov- 


ernment’s answer is that if that} mounted 
is so, then the British Government | 


give | 
losses | 


The United States and World Petroleum Qutlook 


By L. F, McCOLLUM* 


Coordinator of Producing Activities, Standard Oil Co. (New Jersey) 


Standard oil official points out increasing world needs for petroleum and importance of larger sup- 
plies for world recovery. Says U. S. proven oil reserves are now greater than at any time, but there 
has been little change in productive capacity, because of lack of needed drilling material. Says 
U. S. oil industry is not threatened by foreign imports, though new sources of oil must be had out- 
side U. S. Stresses foreign activities of U. S. oil companies and advocates keeping domestic oil 


industry strong. 


_ The whole world needs more oil. That is the most important fact facing the Ameri- 
can oil man today. Not only in the United States, but in every country on the globe, the 


demand for oil, already far ab 
abil- ¢ 


casting 
ily, it appears 
that demand 
will continue 
to grow for 
years to come. 

War - torn 
Europe bases 
much of its 
hope for re- 
huilding 
an increases 
in the supply 
of oil. The 16 
Marshal] 
Plan countries 
estimate 
they must 
have — and 
they are asking for—more oil than 
present development plans _ indi- 
cete can be made available to 
them in the next few years. In 
Asia, Africa, Australia, South 
America—wherever we turn— 
plans for a bright, new future rest 
in large part on more oil. In 
South America, particularly, we 
see a whole continent virtually 
without coal, depending almost 
altogether on liquid fuels for the 
industrialization and higher stand- 
ards of living which her people 
seek. 

And here at home the tremen- 
dous demands for energy—mostly 
petroleum — have repeatedly 
beyond our estimates. 
The record reveals what I think is 





L. F. McCollum 


would run no risk in granting the|one of the most significant facts 


guarantee. They feel that Mr. Dal- 
ton has not the courage of 


his | 


for us to consider. The amount 
of energy we get today from coal 


convictions, and that they cannot)is only about the same as it was 


reasonably expect to have 


confidence in sterling than Mr. | 
Dalton himself appears to have. | 
Once more 


prestige appear to prevail in Lon- 
don official circles. It would be 


. ° 9 cae ac H -rancea Oo, 
bad for sterling’s position as an'has increased 75%. 
international currency if exchange | 
From a| from petroleum—oil and natural 
| gas. 
} 


guarantees were given. 
point of view of practical expe- 
diency, however, Britain stands 


to gain a great deal and to lose| 


very little by meeting the foreign 
governments 
this respect. 


it would be possible to induce! 
foreign governments to accept 


such guaranteed sterling in pay-| 
ment for the export surpluses of | 
their countries to Britain the crisis | 
of the British balance of payments | 


| 


would diminish. It would be pos- 
sible to maintain imports without 
using up the gold reserve. And 
even from the point of view of 
prestige, a decision to 
new sterling balance 
helpful. For such a guaranteed | 
sterling would come to be used | 
extensively in international pay- | 
ments even though it remains in- 
convertible. This solution should 
go a long way towards satisfying 
the American demand for multi- 
lateralism, without having to sac- 
rifice to that end the last remains 
of the British gold reserve. 


might 





Gross, Rogers & Co. 


(Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.—Nor- 
man V. Grimsditch and Richard 
Goorgian have become associated 
with Gross, Rogers & Co., 458 
South Spring Street. Mr. Grims- 
ditch was formerly with Fairman 
& Co. and Carter H. Corbrey & 
Co. Mr. Goorgian was. with 
Francis V. Nixon & Co, 





more | 30 


aaa >" | before the 
insistent demand in|} 


; . i} tonio, Texas, Nov. 5 
If by guaranteeing the holders| , 


of sterling acquired from now on} 





guarantee | 


be | 


L 


years ago. In these three 
decades, however, there has been 
a tremendous growth in our 


considerations Of| standard of living and the total 


energy production in this country 
Practically 
all of this new energy has been 


*“An address by Mr. McCollum 
American Association 
of Petroleum Geologists, San An- 
1947. 





ove prewar levels, keeps on growing. To the best of our fore- 


Perhaps the best available com-| demand to the maximum of our 


parison of living standards be- 
tween this country and the rest 
of the world is in the number of 
mechanical servants we have—the 
energy available per capita. This 
is made up from coal, oil, natural 
gas and water power production 
and is usually expressed in Btu’s. 
However, for convenience, I have 
converted the totals from all four 
of these sources into their equiv- 
alents in barrels of oil. 


U. S. Uses 42 Barrels of Oil Per 
Capita Each Year 

In the United States every per- 
son has the equivalent of more 
than 42 barrels of oil working for 
him every year. In Eurove the 
annual energy availability is 
equivalent to only seven barrels 
of oil per capita. in Russia 5142, in 
South America five, and in other 
parts of the world to less than 
two barrels per can:ita. These 
figures point up clearly, it seems 
to me, how great a distance most 
other nations still have to go be- 


fore they can achieve the con- 
veniences and freedom of move- 
ment we take as a matter of 
course. 





ability and at the lowest possible 
prices. 

In the past we have met all de- 
mands for oil, at home and abroad, 
But one of the first facts we dis- 
cover, when we try to assess our 
abil'ty to meet the world’s needs 
for liquid fuels now, is that the 
time is probably past when the 
United States can supply unlim- 
ited quantities to all who ask. I 
am sure you know the facts on 
Which this statement is based: 
Accord:ng to the only clues we 
have of potential oil resources— 
the extent of sedimentary areas— 
the United States has about one- 


sixth of the world’s land area 
favorable for oil accumulation. 


Yet we have been supplying two- 
thirds or more of the world’s 
needs for scores of years, 
Oil Reserves and Consumption 
Estimates of the ultimate poten- 


tial yield from our own sedi- 
mentary areas indicate that we 
have discovered somewhere 


around half of the oil we might 
reasonably expect to find in the 
land areas of this country. In 
figures, it breaks down like this: 


The figures also show that when about 34 billion barrels already 
we estimate very large percentage | Produced, another 21 billion bar- 


increases in oil demand for these | els in proved reserves 
countries, the actual increases inp 
energy availability per capita are 
comparison 
this | 
For, if the consumption 


in 
used 


small 
energy 


still very 
with the 
country. 

of oil outside 


in 


the United State: 


the high- 
est in history —and something 
in the range of 50 billion barrels 
still to find. 

In contrast to that 100 billion 
barrels or so of ultimate oil 
resources in the United States, the 





were to be increased by only one|rest of the world on the same basis 


barre] per capita, it would require 
more 


2.000,000,600 barrels a 
than they now get. 

mean an increase of 65% 
ent world oil production. 


year 
This would 


As producers and distributors of 


energy, we can be proud of the 
job we have done. But we must 
also be conscious ef how much we 
still have to Go—of our responsi- 


bilities for the tuture. The peoples 
of the world want the power and | 


convenience of petroleum fuels 





and it is our business to meet that | 


in pres- 





should have some 500 billion bar- 
rels of potential resources. Only 
20 billion barrels of this foreign 
potential have been produced so 
far. The location and extent of 
these foreign resources are of ex- 
treme importance to all of us, but 
before getting into a discussion of 
them, I want to make clear my 
thoughts about oil reserves in this 
country, 

Our proved reserves are greater 
than at anv other time in our 

(Continued on page 21) 














November 7, 1947 


This announcement is 


The Prospectus may be obtained in any State in 
undersigned and such other dealers as may lawfully offer these securities in such otale. 


not an offer to sell or a solicitation of an offer to buy these securities. 
Lhe offering is made only by the Prospectus, 


$4,000,000 


Wisconsin Public Service Corporation 


First Mortgage Bonds, Series due November 1, 1977, 3% 


Dated November 1, 1947 


Price 100.75% and accrued interest 





HALSEY, STUART & CO. INc. 


which this announcement is circulated only 





from the 
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BUY SAVINGS 
BONDS | 








ATIONAL 
SECURITIES SERIES 
yy? 


Prospectus: upon request from 
your investment cealer, or from 


NATIONAL SECURITIES & 
RESEARCH CORPORATION 
120 BROADWAY, NEW YORK 5, N. Y. 





























RUSSELL BERG FUND 


INC, 


Capital Stock 





Prospectus on Request 


Q@NVESTMENT MANAGER AND UNDERWRITER 


Russell, Berg & Company 
In westment Cou nsel 
75 Federal Street, Boston 


of TELEPHONE LIBERTY 9550 














Manhattan 
Bond Fund 





Prospectus from your Investment Dealeror 











HUGH W. LONG & CO. 
INCORPORATED 

48 WALL STREET, NEW YORK 5, NY. | 

1S ANGELES : CHICAGO 























Keystone 


€ sistecian 
Funds 


Certificates of Participation in 
INVESTMENT FUNDS 
investing their capital 
IN 
BONDS 
(Series B1-B2-B5-B4) 


PREFERRED STOCKS 
(Series K1-K2) 


COMMON STOCKS 
(Series S1-S2-S5-S4) 


| 





Prospectus from 
your local investment dealer or 


The K ey stone Company 


of Boston 

















50 Congress Otreet 


Boston o, Massachusetts 
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Mutual Funds | 




















By HENRY HUNT 


Who’s Afraid of a Li’l’ Ole Mcuse? 


There are billions of idle dollars in the hands of investors today 


¢ 


work at 5% 
However, 


put to 
stocks. 


could be 
ComimMon 


that 


sound 


phant, mouse-sized fears may be the reason why 


through the purchase of! 
mouse terrifies an ele- 
America’s elephan- 


or 6% 
just as a 


tine surplus savings today cringe from direct investment. 


In sharp contrast to her 


U. S. 


allie 
has emerged from the costliest war in history in 


the | 
her 


nations, 
debt to 


the conquered 


s and 


own citizens, of course, but with private savings and personal income 


at record levels. 


U. S. industrial 


production facilities, corporate 


profits, and living standards are higher than the world has ever 
known before, yet American investors still hesitate because of 
their fears. 

Let us try to analyze some of these fears—fears ihat have | 


undermined the 1947 stock marke 
at an elephant’s toes upsets 
normal equilibrium. 

(1) Labor is in the driver's 
seat and will take most of the 
profits out of business 
It is becoming more and more 

apparent that industry does not 
intend to “hold the line” against 
inflation but will maintain a rea- 
sonable margin of profit through 
passing increased costs on to the 
consumer. Witness recent price 
increases of oil, steel, and auto- 
mobiles. 

(2) The Marshall Plan means 
that we have to deprive our- 
selves in order to feed Europe. 
If we could squander $100 bil- 

lion a year for four years during 
the war and come forth the rich- 
est nation in the world, we ought 


to be able to lend or spend $5 
billion a year for four years to 
“win the peace,” if necessary. 


expenditures 
operations 


Furthermore, such 
would assure cavacity 
for many of our industries. 


(3) Russia has her’ knife 
sharpened and is ready to strike. 





Poppycock. Russia wants war no 
more than we do. She is un- 
equipped, both financially and} 


physically, to successfully conduct 
a war. Don’t believe the story 


that Russia has developed atomic 


bombs either—that is one secret 
that the U. S. still keeps. It is 
expected, however, that the U. S. 


rease its 


Government will in ap- 
propriations for defense which 
should have an inflationary effect 
on stock prices. 

(4) The recent abrupt rise in 
cemmodity prices forecasts a 
“bust” as in 1921. 

Except for the fact that World 
Wars preceded the inflated mar-| 
kets in commodities in each pe- 
riod, the situations are quite dis- | 
similar. Today, despite the oracle | 
from Washington, government | 





buying for foreign export caused | 
in large measure the record prices 





t just as the nibbling of a mouse | 
his® 


for grains. In 1920, ‘‘speculation”’ 
was a far more important factor. 
Meat prices have also soared in 
recent months partly because mil- 
lions of Americans who ate meat- 
loaf before the war are now eating 
steaks and chops. Last, but not 
least, the cost of food today in| 
relation to current income is con- | 
siderably less than it was in 1920. 

In 1921 excessive inventories 
caused heavy losses among many 
industrial companies. Today, in- 
ventories are not excessive in re- 
lation to present business volume. 
Furthermore, many companies 
have set up liberal reserves against 
their inventory accounts. 

Lady Macbeth once said: ‘‘Screw 
your courage to the = sticking 
point.” We don’t suggest that in- 
vestors commit murder but we do 
say that they shouldn’t be afraid | 
of a lil’ ole mouse! 


(Reprinted 
434, written by 
Nettonal Securities 


The High Cest of Living 


According to Jay Marshall, cur- 


from Natioral Notes No. 
Henry Ward Abbot of | 
& Research Corp.) 


; Domestic 
Pullman 


rently appearing at the “Blue 
Angel,” one way to beat the hizl 
cost of high living is to cut out 
food and liquor for one month. 
Youll save enough to pay for 
funeral expenses! 
Repert on Germany 

Selected Investments Co. of 


Chicago in “These Things Seemed 
Important” quote Chairman Brown 
of Johns-Manville as _ follow 

“Partition of Germany means that 
her breadbasket in the east is now 
in the hands of Poland and th2 
Russians. In the American, Brit- 
ish, and French zones there are 
48 million people who can’t pos- 
sibly provide more than 50% of 
their food requirements. They can 
provide the other half 
manufacturing and exporting 
goods. By the end of five years 


only by 





| They should eventually be 


'the invasion of Europe. 








they must export twice as much 


|; per capita as before the war. I 
the meantime they must ke fer 
primarily from America by loans 
not as relief but on a five-yea 


plan under which food will be ai 
incentive to production. If fooc 
is provided merely on relief bazis 
it is merely pouring dollars down 
a bottomless rathole, but food can 
be used as a means of getting 
these countries into production 
able 
to stand on their own feet and be 
fully capable of repaying the 
loans. In my opinion, nothing can 


} 


in detail in the 


| 30 as compared 


be accomplished in either Ger- 
many or Western Europe unde: 
the Marshall Plan unless we in| 
America announce with utmost | 


clarity an entirely new policy that 


| must deal with four aspects of the 


problem: (1) Organization: We 
must set up an organization tc 
deal with this problem just as we 
did to deal with the problems ot 
(2) We 
must give new hope to Germany 
and Western Europe. 
use food in order to force 
duction of coal in both 

Britain and Germany and use coal! 
as a dynamic means to get indus- 


(3) We must | 
pro. | 
Gr2at | 


| 


try going so that with exports 
they can buy raw materials an: 
food. (4) Repayment: We must | 


provide in advance for a practical 
means Of repayment if we expect 
to be repaid.” 
A Feline Tale 

While two cats were 
a tennis match, one said to the 
other: ‘‘That’s the racket my ola 


| man’s in. 


How People Travel in the U. S. 
In a recent bulletin from Inves- 


tors Syndicate, the following in- 
| teresting statistics show how peo- 
ple traveled in the U. S. last vear. 


Total Passeng2r 

Miles (in Millions 
air lines 5,863 
20,673 
36.000 
65.009 


cars 
Electric railways 
Steam railroads 


Buses 65,449 
Private automobiles 549,879 

It will be noted that the tota! 
amount of passenger niles trav- 
‘eled by automobiles was three 


times the total of all other fori 


of transportation combined. 


The Objective cf a Balanced Fund 
Lord, Abbett’s current “Invest- 


ment Bulletin’ describes the ob- 
jective of a balanced fund as 
lows: ‘The objective of a balanced 
naintain the purchasing 


1 
1Oi- 


fund is to} 


power of the investment and to 
pay a good income to the share- 
holder. Since a balanced fund 
will always hold a certain per- 
centage in common. stocks, the 
shares will advance in a rising 
inarket and decline in a falling 


market. The management endeav- 
ors to hold a larger percentage 
of the investments in bonds when 
the market is in a high range and 
a larger percentage in_ stocks 
when the market is in a low range. 

“In periods when the market 
advances, the objective is to have 
the asset value advance to a sul- 
ficient extent to offset any decline 
that may develop in the. purchas- 
ing power of the dollar. In a de- 
clining market the objective is to 


; 


watching | 


establish enough resistance to de- | 


cline in the asset value of the) 
shares so that, while this asset 
value will be lower, the invest- 


ment will still purchase as much 
goods or services as it would at 
the higher level, assuming that 
over a period, prices of goods and 
services also decline. 

“The degree of success of any 
balanced fund in attaining the 
above-described objectives de- 
pends upon the ability of its man- 
agement in making timely changes 
bonds and stock positions. 


in its 
Notes 

The Keystone Company is cur- 
rently distributing an illustrated 


brochure describing in minute de- 
tail the services and functions of 
the organization. The unique 





character of this work is described 
“Securities Sales- 
nan’s Corner” column on page 20 
t today’s “Chronicle.’ 
New Engtand 
being distributed by 
Burr, Ine. reported net 
$2,518,000 as of Sept. 30. 

Hugh W. Long has issued a leaf- 
let on Railroad Stocks in which it 
is estimated that the railroads will 
$4U0-$450 


Fund now 
Coffin & 


4 


assets ot 


The 


report net income oi 
million this year as compared 
with $289 million last year. 


Investors Mutual, Ine, reported 
net assets of $107,068,000 on Sept 
with $86,708,006 
for the previous vear. During thi: 
period, net asset value declined 
moderately from $12.38 to $12.04 a 
Share while shares outstanding in- 
creased from 7,002,000 to 8,889,000. 

The Bullock Fund has declared 
a quarterly dividend amounting 
to 40c a share payable Nov. 22 to 


| stockholders of record Nov. 15. A 


substantial part of this dividend is 
derived from net security profits. 


===] 


Business 
Man’s 


Bookshelf 


———| 


Buying Your Own Life. Insur- 
ance—Maxwell S. Stewart—Pub- 
lic Affairs Committee, Inc., 22 
East 38th Street, New York 16 
N, Y.-—paper—20¢. 
































Cement Company Common 
Stocks in 1947—Analysis of pres- 
ent investment position—E. W 
Axe & Co., Inc.—Tarrytown Press 
P. O. Box 147, Tarrytown, N. ¥ 
$1.00 (50¢€ to Public Li- 
-prolit institu- 


pape 
brarle and non 


t10ns 


Greek Aid Program, The—De- 
aartment of State publication 
2939, Near E: Series 10 
Superintendent of Documents, U 
S. Government Printing Office 
Washington 25, D.C 2 


Dapel aw 


+ , 
astern 


Program for Sustaining Em 
ployment, A—Report of the Con 
mittee on Economic Policy 
Chamber of Commerce of tl 
United States of America, Wash 
ten. 2D. € paper (discount 
on quantity 


] ral 
LUC 


orders). 


Trust Receipts—The Variation: 
in Their Legal Status—George B 
McGowan—tThe Ronald Press Co. 
15 East 26th Street. New York 10 
New York—cloth—$4.00. 


Value of Commodity Output 
Since 1869 — William Howard 
Shaw—National Bureau of Eco- 
nomic Research, 1819 Broadway 
New York 23, N. Y.—cloth—$4.00 
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Firm Name to Be 
Jacquin, Bliss & Stanley 


The firm name of Bliss & Stan- 
ley, 15 East 58th Street, New York 
City, members of the New York 
Stock Exchange, will be changed 
to Jacquin, Bliss & Stanley as of 
Nov. 15, when Max Jacquin, Jr. 
becomes a partner in the firm. 

On the Leopold 
Wellisz will admitted to 
partnership in the firm. 


same date 


also be 


_ : a 
Two with Edgerton, Wykoff 
(Syecial to Tut 
LOS ANGELES, CALIF. — 
Lester L. Frame and Lloyd W. 
Spitzbarth have become affiliated 
with Edgerton, Wykoff & Com- 
pany, 618 South Spring Street, 


FINANCIAL CHRONICLE) 


members of the Los Angeles Steck 


Exchange. Mr. Frame was for- 
merly with William R. Staats Co. 
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Taft-Hartley Act—Not Partisan, Nor Punitive! 


Geneval Ceunsel, National Laber Relations Boars 


Leading official of NLRB, holding Wagner Act was abused by union leaders and got out of balance, 
asserts Taft-Hartley Act seeks to correct situation by making it as necessary for unions as well as 


and workers may be accused of 


Points out under union shop p 


For 12 


had the privilege of participating in some degree in that 


19% 8) until 
quite recently, 
Trial 
for 


I was a 
Examiner 
the Board, sit- 
ting on. and 
deciding cases 
in all stages 
of the devel- 


. 


By ROBERT N. DENHAM* 


ployers, and the representative of | of these provisos the discharg> 
the employees will meet at the! an employee at the request of a 
bargaining table in good faith for) union because he had failed to 
the purpose of arriving et an maintain his membership ia good 
agreement, if possible. To be sure,| standing is a discrimination and 


or 


the aetinition provides that n wnfair labor practice whicirz 
neitner pi rty is compelled to agree) would subject the employer to an 
to a proposal or required to make order to reinstate the employee 





° ° °, ° of. epe,e . a conces:io! but trat does not! and to make him wh » { hi; 
employers io bargain in good faith and by placing equal responsibilitics on employers and union. sigady tae Mee ee ee ee | id t | ke hi 1 whole {¢ hi 
. } . > é alee - eas Rs » “4 _ a U pa ANd naer sec Oy 
Warns elections must be held to establish or {2 renew union shop agreements, and both employers simply look at each other, or that. 8 (b) (2) of the Act it is ca 
unfair practices if union shop is mainta‘ned without specific contract. one may talk and the other just) fair labor practice for a w>ion 
ers : s licta) 1d sav nothi “4:11 thare | +n, sigiidake. san: . glk esas Gaia Ok oe 
rovision, unicms can ask fer employee’s discharge only for non- eigenen gic ——e still there | te sucn a discharge tok 
. ° ° , one are some 10 Say i is What it! pla nless it is within th re: 
payment of dues, and, therefore, communists may be retained despite union or employer opposition. a: ta wae a Cuindeeen| ck ta cake Poa phy aa 
j means. Its ;: cnd ; h; tecter x > urien 
years you have been living under the provisions of the Wagner Act as they ""S f) coe “Fuunubices sala Oo i when the union 
ay vee . = - - : . : : " 4 : passe¢ mis 1 ONCceSTIONS are! ade SO. It ms:e% t the em 
have been administered by the old National Labor Relations Board. For 10 years I have | jot compulsory but eenerally the oe . . tos y r 
. " ae . “SE aiiee* : ie se Ee ed . alee we : c i ay ve quired to aK SO 
administration, for from early are essential both sides. Nego-| good the back pav to the di 
—— | tiators rarel begin bargaining | era, person. _ 
1 have in mind also that during, ing organization are no longer} without iheir objections bein Under this Act the onlv wv ivy 
much of trose 12 years of the! permissible. more or less ide] separated. hich thi ni ng curity cl: uSs« 
Sa é ' ee Le ; , ; ; a ys Rea adie ; , he | » } in} UNION ecu ause 
wabeainie" ecto tratio o: the Act - €s- Under the old Act, the employer That is funda enti l, and the|ocn be nut into a contract that 
pecially in the early years, there) was required to bargain with the) mere eee OS eee oe union can be justified ‘mn de 
was almost always a Board that) Jabor organization. But there were templates that their efforts will be. aging discharge and t™e em 
vas highly sympatheti: to the no requirements upon the union! directed to the purpore of bring-|j5.er fq effecting if is by fol- 
cause of labor, as lavor itself de- as to what it did. The net iesult| ing their cbjectives closer andj jj ng th. pre cedure laid dome 
iined that cause; and that there) was that. too often. the union Closer together in search of a basis the law: that is. by conducting 


opment of the 
law. In the 
Carly days we 
had no law to 
go by; we had 





eh 7 meee merely the 
(ae ba Act, and we 
had to con- 


Robt. N. Denham strue it as we 

conceived it to 

be, and along the lines we fel: 
it was intended to follow. I was 


never a crusader for the cause of 
either labor or industry. I 
just a lawyer, with a fairly com- 
prehensive background, trying t9 
apply a law in the same manner 
that any judicial officer attempts 
to apply a new statute when it 
comes before him. The Wagne- 


VU as 


Act was a much needed law when 
it wes pasv-ed, because the rela- 
tionship between labor and men- 
agement had become fearfully un- 


balanced. The Wagner Act souczht 


to restore the balance. I have 
always lcoked upon the structure 
of our nation’s industrial economy, 


s rie ace up O1 hat ] Oo: 
to call the 4 M's Money is a 
essential part oi it: Management 
you cannot cet along without 
Machine ou must have if \ 
ire going to produ but all three 
of these would be utter] value- 
less from a productive standpoin 


if there weie not Men to do the 
work No one of these four fac- 
tors is at more important than 
the <¢ They are completely 


interrelated and none can function 
without t 


he other three. When 
the Wagner Act was passed, these 
factors were sadly out of balenco. 
Money and Management had, in 
all too many instances, followed 
the policy of exploiting—and 1 
may say, misusing—the Men fac- 


tor of their integrated structure. 
The situation had to be corrected: 
and the Wagner Act corrected ii 
by creating a situation where Men 
or Labor, we now call it, wa 
not only given its full place in 
the structure, but was accorded 
a preterred and protected position. 


as 


Labor Leaders’ Abuses 
As one might expect, labor be- 


ing made up of human beings, 
there were at hand, as there al- 
ways are in all situatiors, a cer- 


tain number of opportunists who 
became labor leaders overnight. 
In their lust for power and under 
the protective cover of the Act, 
they developed many techniques 
and procedures for the so-called 
advancement of labor, that were 
wholly at odds with what many 
people felt were the rules of de- 
cent living and decent relations 
among our fellowmen. You prob- 
ably remember some of them: 
the sit-down strikes; the mass 
picketing; the coercive tactics that 
were used on reluctant employees 
to induce them to join the unions; 
and the manner in which some 
labor organizations would ap- 
proach an employer with the ad- 
monition that he would sign a 
contract with them “or else.” And 


*An address by Mr. Denham be- 
fore Metal Trades Association, 
Chicago, Ill., Nov. 6, 1947. 





vas an inclination to pretect labor 
even in its excesses. Under the 
cloak of this protection, the priv- 
ileges accorded by the law grew 
into license, to tne point where 
too many labor organizations, but. 
fortunately, by no means the ma- 
jority of them, seemed to assume 
that no maiter what it did, it 
simply could not be wrong, and 
could not be touched or compelled 
to live within the bounds of what 
most people regarded as decent 
human relations, with due regard 
for the rights of the other fellow. 

Under these conditions, it wasn’t 
too long before the 4-M structure 
again got out of balance: but this 


time the unbelancing factor was 
the arrogance and abuses of the 


Men factor tov 
e corrective 
indicated. 

labor. noi 


rard the others. 
ection was clear- 
Not to penalize 
to denrive it of any of 


son 


iV 


its legitimate lights and privileges 
but to equalize the factors and 
to set up checks ard balances as 
between anagement cnd labor 
that would reduce to a inim 
tne possioility of one imoosing in 
\ yon toe other. And 
e the e at it, attention 
also given to the {f Ey 1 
in tie tremendou owih of the 
ze and po.ver of labor organi- 
ions, the individuel worker had 
ecome so il erged that he had 
ractically ro rights and no m2ans 
of protecting himself against a 
labor ¢ nization that had be- 
ome unwelcome. It was these 
things that brougnt abou the 


Tait-Hartley Act and it was those 
corrections that the Taft-Hartley 
Act has been designed to correct. 
Act Not Partisan 


press the point that the 
Act is not partisan 


Taft-liartley 

Let me 
Ta!t-Hartley 
legislation. It 
lation that equalizes—or tends to! 
equalize the balance—between or- 
ganized labor, management, and 
the ordinary employee who makes 
organized labor possible. 

I take it most of you are rea- 
sonably iliar with the provi- 
sions of the Wagner Act and the 


bai 


restraints on emplovers that it 
provided. Do not vet the idea 
that any of them has be2n aban- 
doned. They still are the law 
and ize employer must still con- 
‘orm to them as much as he did 


before the present law was passed. 
The thing of it that on the 
other side of the picture there are | 
equalizing factors that require the | 


1S 


labor organizations also to con- 
form, not only in their relations | 
with the employer, but in their 


relations with their members and 
the employees as well. 

Under the old Act an employer 
was restrained from interfering 
with or restraining his employees 
in the exercise of their right to 
join, form, or remain members of 
a labor organization. Under this 
Act the unions, well as the 
employers, are enjoined from re- 
straining or coercing the employ- | 
ees in the exercise of their rights | 
in joining a labor organization of | 
their choice or not to join, if they 
see fit. In other words, coercive 
methods of organization or oppos- | 


as 


is corrective legis- | 


started off with a demand and for agreement. That cannot be 4) lection at the r quest of 30%. 


stood on it, while the employer, done shes paresnttt some son of the employees in the unit rep 

in order to remain in the posture che ges ain ae ae ~ re resented by the union, cn the 
. . . . . » s . © re » A > > T a ¢ ‘g 1 , 

of bargaining in good faith, from) 2nd there, or without effecting whether the e:r ploy 

changes of position on both sides 


oO 


° “45 . 
Gha 9L407T) O 


that point forward was expected ‘ lee es desire to authorize the urion 
to ke in a more or less constant 1% teir approach to the common to negotiate with the employe: 
state cf bargaining retreat through Meeting ground. for a union shop contract. And 
counterproposals to each demand Bargaining is still bargaining,’ that ouestion must be carricd b; 
made by the bargaining union as and as we reed the Act, it requires! the affirmative vote. not ef a 


honest effort 
It cannot 
requires | al] 


negotiation and an 
to reach an agreement. 
mean less. And it also 


they went along. Obviously, this 
was a most unfair arrangement, 
and could hardly be said to con- 


iajority ef those who partic. vate 
the election, but a majority oft 
of these who are in the unit. 


stitute bargaining, which in my that when an agreement has been! {yn such a case, an absent vote is a 
opinion contemplates two. people reached on.all or a major portion! \yote agains’ the propositicn. if 
on more or less equal ground tiy- of the subject under discussion,' the euthorization is grantei in 


ing to arrive at an agreement. that agreement must be reduced) such an election, then the questicn 
to writing and signed by the par-j/of the incorporation of a unien 

What Tlaft-Haridley Act Seeks t9 {jes as a permanent testimonial of! shop »vrovision in the cortract 
Correci what kas been agreed upon, if! becomes a legitimate subiect foi 

The Taft-Hartley Act seeks to either of the parties requests it. eclleetive bargaining. The elec- 


tion dees not put the provision im 
the contract. It, merely legalizes 
if the union and the employer 


correct this by making it as nec- 
essary for the union to bargain in 
good faith, as it has always been 


Meaning of the Union Shop 
Another of the subjects on which 




















for the employer in the past. there seems to have been consid-! {mally agree upon it. Then—and 
: , : j , 41 1x ha am se Sa 
And at this point let me warn erable uncertainty has peen the en only—can the « iplove! and 
vou that vou must not be misled operation of the provision !n sec- UNTO rotected by tf yY 
. be ° eye . > fe) . ich & 4 e130} de 1 > 17 41 oo 
hasty reading of the definition tion 6& (a) 3) pertaining to the VISIONS ¢ uch a clause 1 rare 
of collective bargaining as it is) union shoo. Short ts are not, Ult-mate agreement. 
found in the Act. That doesn’t always time-and-trouble savers You h undoubtedly oted 
mean that you can go into a bar- and short cuts here will often we so thet the only basis for le- 
eaining conference with a labor trouble makers. I have been te dé {1 for discharge? by 
organization representing Your asked m times in the 10 weeks union nde} union shop 
employees and sit back and do since Aug. 22 at would be the ause tI failure of the ion 
nothing. This Act was passed for eifect Of a employe entering ember to p his due nd ini- 
the purpose of promoting collec- into a union shop coniract with a) tati fee I questic hether 
tive bargaining and to thereby union representh his emplovees' failure t pay fh 1 sess - 
safeguard commerce from injury, without the formauit yf 1 el ents ca be included 1 this. 
impairment or interruption. That tion, where they had alyay- had! The un‘on may expel him f any 
detinition ould never have been!a union sop or a los2d shop’! other reason it sees fit, but it may 
included in the Act if it was in- or some other form o* union se-| not demand his discharge [his 
. . ee > 1 és -anma 4 -_— er ee tha 12 CO 4 
tended to sabotage bargaining. A curity in the past an: id be-!|has been the subje of er 
eareful reading will disclose that come more or less traditionel i ble criticism bv the unicn: « the 
the outstanding term in the defi- the shon. The quick answer to ground that it devrives them of 
nition is the phrese “in gooc chat is that such a short cut can) their disciplinary power over tneir 
faith.” Collective bargaining can- do nothing but lead to trouble.; members. The man may be an 
not exist on any other basis than It will protect neither the union | informer, or plain garden va- 
that the representative of the em- nor the employer. In the absence | (Continued on page 42) 
i SSR ED BEE ES =a - a _—_ ————— : a 
This announcement 1s not an offer to sell or a solicitation of an offer to buy these securities, 
The offering 1s made only by the Prospectus. ; 
ze Th . e . | 2 { : x a Oo” 
: ing Fund B Series A 
| First Mortgage Sinking Fund Bonds, Series A, 47 
} . ee es 1 +cC7 | 
Dated October 1, 1947 Due October 1, 1°¢ | 
Ig : A, 1 i ft re f | 
r1Ce 0 and accrued interes 
! 
The Prospectus may be obtained in any State in which this announcement is circulated only froi: tha 
}) “sghtn ’ J, \y fa 
undersigned and such other dealers as may lawfully offer these securities in such stats , 
HALSEY, STUART & CO. INC. 
November 13, 1947 
| 
EE : Se a —_———_ a} 
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Securities Salesman’s Corner 


— By JOHN DUTTON 


Looking for a Business Builder?—Then Write 
Keystone About Their New Brochure. 


There are dealers in securities that are doing a substantial vol- 
ume of business week after week in good times and bad. You don't 
hear them complaining. Of course, when things are humming along 





























evervone does better, but in these times if you see an organization | 


that is busy making sales and adding new customers every month 
in the vear while others are sitting around warming their chairs, 
there is only one answer. Those successful firms have a sales pro- 
gram that is workable and salable and they are getting results b) 
using methods that are geared to the times. 

There is plenty of evidence that shows conclusively why the 
dealer who is looking out for his future, while building up his busi- 
ness today, is selling the mutual fund in greater volume than ever 
before. You know all about the safety factors, good yield, diversifi- 
cation idea. freedom from future complaints, etc., etc. The investment 
trust has now demonstrated its worth and nearly every security 
dealer knows all the strong selling points. But the main advantage 
from a sales standpoint is the excellent sales literature that is now 
made available to dealers by these trusts. At last we are getting 
around to SELLING SECURITIES the way successful merchan- 
disers of insurance and other intangibles have been doing it for years. 
Some of these sales helps could not be duplicated by the average in- 
vestment firm. Even if you had the advertising talent in yout sho} 
the cost would be prohibitive. 

They say one picture is worth a thousand words. If that Is SO, 
the Keystone Organization has created a piece of selling literature 
that will sell for you, and build up confidence in your organization, 
in a manner that should ring the cash register loud and often. Here 
are the things that make up the kind of sales promotional material 
that brings business. (This brochure entitled THE KEYSTONE 
ORGANIZATION has all of them.) 

(1) Good paper, dignified, readable type and layout. 

(2) Interesting style and pictorial illustrations. 


(3) Creates prestige for yeu and for the funds sponsored by 
Keystone. 

(4) When the reader gets through he hasn't much doubt of the 
high quality of the product you are offering to him. 

Each department in Keystone’s organization is covered page by 
t heads and actual people at work are shown in 


page. Department |! ; t are show : 
the illustrations. Key executives WITH THEIR aig eae iy age 


é vy have some good ones) are introduced to the reac | 
it cme cen see how this organization functions day in and _ 
out AS A GOING RESEARCH ORGANIZATION THAT IS aie. 
STANTLY ON THE JOB OFFERING HIM THE FINEST oid 
MENT SERVICE THAT MONEY CAN BUY. And the dealer is also 


not neglected but made a part of “the organization which is now | 


serving 45,000 investors in 44 states in the supervision of $155,000,000 


in investments.” 5 
wind-up on page 23 of this excellent brochure. 


If I was a dealer who was looking for a new medium of stimu- 
lating my business, I think Id work out an advertising plan using 


the mails and the newspaper, and offer this piece of literature to| 


those investors who would be interested in a planned investment 
program offering safety, yield and marketability. I'd further use it 
as a follow up and a “leave behinder” with the assurance that it 
would SELL FOR ME. 

So if you haven't already seen it, write to the Keystone Com- 
pany of Boston, 50 Congress Street, Boston, Mass., and ask yee 
to mail you a copy of “The Keystone Organization.” Maybe you'l 
get some ideas out of it—or from them. ; 7 

ee oe ee ree ee (ns (aot 
| Weare specialists in the retail investment field 
s ’ ’ 

U and are interested in attractive offerings 


for California distribution. 


+ 


DENAULT & CoO. 
Russ Building, San Francisco 4 
Telephone EXbrook 2-7484 
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Bell System Teletype SF.272 
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Over-the-Counter Quotation Services 
For 34 Years 


Ne 


| 
NATIONAL QUOTATION BUREAU, Inc. 
| 


Established 1913 


46 Front Street, New York 4, N. Y. 
San Francisco 








Chicago 


That is the sort of punch line you see at the | 


Dillon, Read Group 
Offers Texas Eastern 
Transmission Common 


Financing to provide a part of 
ithe funds for Texas Eastern 
| Transmission Corp.’s purchase of 


ithe “Big Inch” and “Little Big 
Inch” pipe lines was undertaken 


with the offering Nov. 12 by an 
investment banking group headed 
by Dillon, Read & Co. Ine. of 
3,564,000 shares of the corpora- 


share. 

Texas Eastern Transmission 
Corp. organized under Delaware 
laws on Jan. 30, 1947, is acquiring 
ownership of the Inch Lines from 
the United States Government 
under a competitive bid submitted 
in February, 1947. The purchase 
price is $143,127,000. 

The balance of funds required 
to complete the purchase of these 
war emergency pipe lines will 
come from the sale by the cor- 
poration of $120,000,000 of first 
mortgage pipe line bonds, 3%% 
series due 1962. The sale of the 
bonds at a price of 101 to a group 
of leading life insurance com- 
panies will synchronize with the 
sale of the stock. 

Of the common stock offering 
by Dillon, Read & Co. Inc. and as- 
cociates, 3,550,000 shares are for 
the account of the corporation and 
the remaining 14,000 shares are 


holder. 

The net proceeds from the sale 
of the common stock and the 
bonds will be applied to the pay- 
ment of the purchase price of the 
Inch Lines, the repayment of all 
outstanding notes of the corpora- 
tion and the reimbursement to 
the corporation for certain legal, 
engineering and other fees in con- 
nection with organization. The 
balance of proceeds, amounting to 
approximately $3,400,000, will be 
ated to the corporation's general 
funds and will be available for 
construction, working capital and 
other corporate requirements. 

A significant feature of the fi- 
nancing is that it 
| transfer from government to pri- 
| vate ownership of the largest and 
most important property in the 
category of surplus war assets 

Also noteworthy is the fact that 
under the corporation's operation 
of the lines, the Philadelphia area 
will have available for the first 
time a supply of natural gas. 

The Inch Lines were built and 
used by the government during 
World War II for the transporta- 
tion of petroleum and petroleum 
products. Texas Eastern Trans- 
mission Corp. has operated the 
lines since May 1, 1947, under an 
interim lease, for the transmission 
of natural gas. 

Upon completion of this financ- 
ing the company will have out- 
standing 4,500,000 shares of com- 
mon stock and the $120,000,0VU0 
first mortgage bonds to be sold to 
the insurance companies. 











a York Stock Sade 
Weekly Firm Changes 


The New York Stock Exchange | 


has announced the following firm 
changes: 

Harold deS. Kennedy, partner 
in Singer, Deane & Scribner, died 
on Oct. 31. 

Interest of the late Hermann F. 
Clarke in Estabrook & Co. ceased 
Oct. 29. 

Interest of the late Edgar R. 
McGregor in Parrish & Co. ceased 
| Oct. 3 























With Denault & Co. 


| (Special to THe FINANCIAL CHRONICLE) 
| SAN FRANCISCO, CALIF — 
| Waring Park, formerly with 


| Davies & Mejia, is now associated 
' 

| with Denault & Co., Russ Build- 
‘ing. 


for the account of a selling stock- | 


| 
| 
| 
| 


tion’s common stock at $9.50 per | 





involves the | 





| has 





NYSE Submits Question of Permissive 
Incorporation to Membership 


The Board of Governors of the New York Stock Exchange, at its 
meeting on Nov. 6, directed that the proposed general amendment 
to the organization’s Constitution, to provide for the permissive incor- 
poration of member firms and the admission of corporations, under 
prescribed restrictions, as member corporations, be submitted to the 
membership for balloting, as provided in Article XVIII of the Con- 
stitution. This amendment, which - 
neither been approved nor “While the proposed rules are 
aisapproved by the Board, was rigid, I am hopeful that many of 
proposed by a petition signed by| the corporations now in the se- 
not less than one hundred and|curities business will want to join 
seventy-five members, and was! the Stock Exchange community. 
submited to the Board of Gov-| Doing so will have the effect of 
ernors at its meeting on Oct. 23,| broadening the interest in listed 


1947. | securities on the part of the in- 
The Board has changed the pro-| vesting public. 
posed amendment submitted on “It goes without saying that any 


increase in investor interest in 
iisted securities will be reflected 
in an improvement in the quality 
of our market; and I foresee the 
further listing of desirable seeur- 
ities as the result of increased in- 
terest in listed securities on the 
part of houses that may qualify 
for admission as member corpora- 
tions, 


that date by making it conform to 
the amendment to Article XV of 
the Constitution, relating to Com- 
missions, adopted by the member- 
ship on Oct. 31, 1947, effective 
Nov. 3, 1947. No other change has 
been made by the Board. 
Ballots have been sent to mem-| 
bers, and must be mailed or de- 
livered to the Secretary so that 


they will be in his hands before “Tam not unmindful of the fact 
3 p.m, on Nov. 20, 1947. 

On Nov. 10, both Emil Schram, 
President of the New York Stock 
Exchange, and Robert P. Boylan, 
Chairman 


that. under the partnership form 
of doing business, member firms 
of the New York Stock Exchange 
have had a remarkable solvency 
of its Board of Govern-| record. We are very proud of that 
ors, 1Ssued/ record. 
statements fa- “Anyone familiar with our ex- 
vVoring the|amining procedures and those of 
adoption of| banks, insurance companies and 
the proposed! other corporations handling the 
amendment.| public’s funds and securities will 
Said M r.| agree that we need not sacrifice 
Schram:— one lota of safety under the cor- 
“In replying | porate form. The rigid controls 
to the many) cmboclie! in the pending amend- 
inquiries as to} ments give assurance as to this. 
my attitude “I sincerely believe that per- 
concerning! missive incorporation would be a 
permissive in-| most progressive and constructive 
corporation, it| step, and I hope that the member- 





should be) ship will vote favorably.” 
made clear Mr. Boylan’s statement follows: 
Emil Schram that I am| “Many members and_ allied 
heartily in| members have asked me about 
favor of it. After long and care- ry personal opinion on the ques- 
ful consideration, I have con- tion of per- 
cluded that the proposal is cer- missive incor- 


tainly in the public interest and poration, 





‘vould be beneficial to Our mar- “I am for 
ket and to the securities business. | anv svund 

“Incorporation will be permis- measure that 
sive, not compulsory. The amend- is good for 


the investing 
public and for 
the New York 
Stock Ex- 
change. I re- 
gard this pro- 


ment, therefore, will take no 
rights away from those firms that 
may wish to continue their busi- 
ness as partnerships. There is a 
growing demand within our mem- 
bership, however, for the right to 








do business as corporations and posal as thor- 

there are many good reasons for oughly sound 

making it possible to do so. Many and in the 

members and member firms see best interest 
Robert P. Boylan 


«n opportunity under the corpo-| of boththe 
ration form to strengthen their | investing pub- 
position by setting aside, in prof-| lic and the Exchange. It should, 
itable years, necessary reserves| certainly in its long-range effects, 
for contingencies. They see aj|jmprove our market by gener- 
zreater opportunity to encourage} ating a broader interest in our 
young men to come into the busi-/ listed securities and by enlisting 


ness, by acquiring an_ interest} additional cooperation in attract- 
through stock purchase _ plans.| ing desirable securities to our list. 
They believe that, as member| “It is reasonable to suppose that 
corporations, they will find it| some securities houses which now 


do business in corporation form 
\vill wish to qualify under the re- 


easier to attract and retain cap- 
ital. 





“Any securities organization, in| quirements provided for in the 
order to be eligible for admission | constitutional amendments upon 
6s a member corporation, must do,| which balloting is now taking 
primarily. a brokerage or deaier| place. All necessary safeguards 
business in securities; and all of| have been embodied in the 
its voting stockholders would|amendments to preserve the Ex- 
have to be actively engaged in| change’s authority. No changes in 


the company’s business and de-| Fxchange policy with respect to 
vote the major portion of their | the admissibility of member cor- 
time to its affairs. | vorations can be made without the 


“The amendments have been so by 
drawn as to make sure that cor- amend-= 
noraticns, their stockholders, offi- 
cers, directors and employees 
‘yould be subject to the same con- 
trols, with respect to customer 
protection and business practices, 
2s are presently imposed by the 
Exchange upon members, member 
firms. partners and employees. 
The Exchange would exercise the 
same disciplinary authority that it “I am convinced that the pro- 
now exercises, whether the mem-| posed step is desirable and will 
ber organization does business in| redound to the benefit of those 
partnership form or as a corpo-; who use the Exchange’s facilities 
ration. No increase in the number|ind of those who comprise its 
of memberships is contemplated. membership.” 


of the membership 
constitutional] 


approval 
reans of 
ment. 

“T am proud of my membership 
in the Exchange. I have a very 
icalous concern that the Ex- 
change’s traditions be resnected 
and that there be no dilution of 
member responsibilitv or of mem- 
her authority over the operation 
of this institution. 
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The United States and World Petroleum Outlook 


(Continued from page 17) 
history and I believe tnere are 
billions of barrels of potential re- 
serves still to be found. But—we 
are not now finding enough new 
oil to create the cushion that is 
desirable in our productive capac- 
ity. Before the war, our known 
fields could support efficient pro- 
duction of some 5,200,000 barrels 
daily. Actual production was less 
than 4,000,000 barrels. We had a 
Surplus capacity of more than a 
1,000,000 barrels a day and it was 
this surplus which made it 
possible for us to meet the needs 
of the war with a minimum use 
of scarce materials. 

Little Change in Productive 

Capacity 
Since prewar days our produc- 
tive capacity has changed little. 
A recent report of the National 
Petroleum Council puts the pres- 
ent Maximum efficient production 


rate at about 5,275,000 barrels 
daily. Yet demand has now 


forced production un to this level. 
Only an insignificant excess ca- 
pacity exists today and the recore 
of our discoveries over the past 
few years raises the question as to 
whether we can sustain even that 
maximum efficient rate much 
longer unless we quickly increase 
our finding rate. 

We are f nding mere fields than 
ever before, it is truce. But on the 
average they are getting smaller 
every year, Just before the war 
our discoveries of fields 





with | 


more than a million barrels re-| 


serve each averaged between 80 
and 100 fields every year. 
the last few years the number has 
dropped to less than 40 each year. 
And the discovery rate for larger 
fields. of more than 10.000,000 
barrels reserve, drovped 
in 1938 to seven in 1945. Reserve 
estimates in fields discovered re- 
recently undoubtedly will be in- 
creased as development proceeds, 
but it seems probably that the 
extent of these increases will not 
change the conclusions. 

The figures also indicate that 
the reserves d:scovered per ex- 
ploratory well drilled are much 
smaller now than they used to be. 
Therefore, just to keep our pro- 
ductive capacity at its nresent 
level of around 5.300,000 barrels 
a dav, we must either reverse the 
trend in amount of reserves per 
wildcat, or drill many more wild- 
cats. And when we consider that 
Gomestic demand alone in just 
two or three vears will require 
5,600,000 barrels cf crude oil 
daily, we can see that the o:] in- 
dustry has a real job confront- 
irg it. 


For 








Impediments in Finding New Oil | 


There are many reasors why 
we didn’t find all the oil we 
might have in the United States 
these last few vears. War and 
postwar shortage of materials is 
an obvious major reason 


| 
| 


| 


| 


-the in- |} 


dustry just could not drill all the! 


wells it wanted to. 
price for crude oil was, until re- 
cently. a second deterrent. Dur- 
ing the war years, manvower 
shortages also reduced the ability 
to drill enough wells. 

But there are other reasons. 
Most of our exploratory drilling 
has been in known provinces, not 
far from present known reserves. 
Too little effort has been spent in 
a search fcr new provinces. There 
are millions of acres where the 
surface has only been scratched 
and where we have got to under- 
take a major finding effort. 

The material shortage is not 
solved yet. However, this year 
the industry will dril! more wells, 
both development and explora- 
tory, than ever before in history. 
But, unless we are lucky and re- 
verse the irend, this will not be 
enough to raise our finding rate 
to a level high enough to increase 
cur present productive capacity. 
A recent trade journal article 
estimated 40,000 wells a year as 
necessary to do this. My own 
I can tell 


company’s estimates, 


Inadequate | 





you, are even somewhat higher. 
Needless to say, such a program 
does not include an increase in the 
number of inside wells drilled 
simply for closer spacing. 

An expansion of this magnitude 
means more and more work for 
you geologists. Quite possibly, 
there are not even enough geolo- 
gists to do the job. Your work is 
really cut out for you for many 
years ahead. 

There is no doubt in my mind 
that a greatly expanded drilling 
program will come. In our trou- 
bled world, no oil man _ can 
imagine anything less than max- 
imum effort to find as much oil 
aS we can here at home. We need 
a strong domestic oil industry to 
find and develop the large re- 
sources still remaining to be 
found beneath our land. We need 


more wells. probably we need 
some new finding methods, and 


certainly we need a more exten- 
Sive search in new _ provinces. 
Perhaps a combination of ail three 
is the answer. 

Must Find Oil Outside U. S. 

And it is equally obvious that 
efforts by American companies to 
find and develop oil outside the 
United States must be continued. 
The present proved reserves 
abroad are twice as large as in 
this country, and the potential re- 
sources are many times larger. 
These foreign reserves have two 
main jobs to do First, to meet the 
huge and growing would-wide 
demands for oil outside the United 
States. Second, to act as a sup- 
plemental reserve upon which 
this country can draw whenever 
additional supplies are needed 
ere. Immediate development of 


| foreign reserves is essential to a 


irom 40 | 


peacetime world run on oil, and 
‘hey could be a vital reserve for 
this country in any national emer- 


| gency. 


| Peru 


Where is this foreign oil? In 
the Western Hemisphere outside 
the United States, the present 
proved oil reserve is about nine 
end a quarter billion’ barrels. 
Average daily production last 
year was more than 1,400,000 bar- 
rels, of which about 1,200,000 was 
in the Caribbean area. Major dis- 
coveries will continue to be made 
for many years in the Caribbean 
area, and production of a million 
and a half barrels a day should 
be possible there in the foresee- 
able future. 

East of the Andes in Columbia, 
and Ecuador lies an area of 
great interest; some geologists be- 
lieve that it may one day become 
a Major oil-producting region. But 
it is so isolated from the world 
by mountains and jungles that it 
Nas been estimated 
up to three-quarters of a billion 
dollars to get 450,000 barrels a 


Cay out into world commerce. 
Argentina, Brazil, and Chile, of 
course, quite probably have oil 
prospects substantially beyond 
their development so far, and 
there are many other places in 


this hemisphere where oil will be 
found. I haven’t time to talk about 
them in any detail, but I don’t 
want to leave the subject without 
saving something in particular 
about our closest neighbors, Can- 
ada to the north and Mexico to 
the south. 

The turther development of the 
potential resources of these cou1- 


tries, so close to our borders, 
could be of great value to the 
peoples of all three countries. 


Both geology and exploration re- 
sults to date indicate that Canada 
and Mexico have potential un- 
discovered oil resources of a high 
order. And I know that you here 
in Southwest Texas are particu- 
‘arly conscious of the challenge of 
Mexican oil. 

Turning to the Eastern Hemi- 
sphere, there are three main re- 
gions where the potential oil re- 
serves are tremendous. The Mid- 
dle East is, of course, the most 
important under-developed 


it would cost’ 








re-! 


known untested structures and 
basin area indicate that its ulti- 
mate resources are half again as 
jurge as those of the United States. 

Proved reserves there already 
exceed those in this country, and 
by 1951 the area may be contrib- 
uting a million and a half barrels 
a day to the energy needs of the 
Eastern Hemisphere. The oil hopes 
of the war-ravaged regions of the 
world rest almost entirely on 
these Middle Eastern fields. 

Russia’s known geology indi- 
cates potential oil resources with- 
in her own borders equivalent to 
those of the Middle East, or far 
more than Russia itself will need 
for many years. 

The Islands of Oceania, the 
third major area, are not so 
promising as the Middle East and 
Russia, but they are expected to 
grow in importance, and to meet 
all of the oil needs of the Far 
East before long. 

Altogether, the Eastern Hemi- 
sphere now has proved reserves 
of some 34 billion barrels, with a 
potential many times that. Some 
of the most prolific fields are pro- 
ducing far below their efficient 
rates and need only the comple- 
ition of new outlets and new re- 
tineries to take their part in sup- 
plying oi] for a waiting world. 


Foreign Activities of U. S. Oil 
Companies 

American oil companies have 
been active in the search for these 
joreign reserves for many, many 
years. Success has been great and 
American interests today own 
rights to about 35% of all foreign 
proved reserves. The American 
public should be proud that Amer- 
ican oil men and American capi- 
tal have successfully sought oil 
«round the world. They have de- 
velopei their discoveries with 
great benefits to the countries 
where they found the oil. They 
rave made oil available to coun- 
tries with inadequate local sup- 
plies. And they have brought ob- 
vious advantages to the people of 
ithe United States. 

There have been many misun- 
cerstandings about the operations 
of American oil companies abroad. 

Currently there is a great deal 
ef talix about the possible effects 
oi foreign oil on the U. S. indus- 


iry. May I say categorically that 
there is no present threat of a 
flood of imports. Even when 


foreign production becomes avail- 


nble for import ebove_ present 
levels, I am confident that it 
would not hurt the oil industry 


in this country. The import policy 
which has been endorsed by many 
of the elements of the industry, 
iarge and small alike, is to me 
effective hedge against any 
such result. The Jersey Company 
subscribes without equivocation to 
that policy, the essential phrase 
of which is that “imports must 
only supplement, and not sup- 
plant domestic production.” An- 
other prevalent misunderstanding 
is the confusion about the role of 
large and small companies in the 
cevelooment of foreign reserves. 
It seems clear that the require- 
ments of the job alone have de- 
termined the course of these de- 
velopments. In the beginning, the 
isolated areas and primitive con- 
ditions which characterize most 
foreign operations reouire huge 
capital expenditures. The risks— 
and foreign oil particularly must, 
in the begirning, be a risky busi- 
ness—are so great that only a 
large company or group of com- 
panies usually cares to take them. 

After an area has been proved 
and preliminary develonment has 
begun, the opportunity for smal'er 
companies becomes more attrac- 
tive and they can begin to move 
in. That happened in Mexico. It 
is hapvening in Verezuela today. 
The efforts of a strong group of 
smaller United States companies 


al 











to enter into Middle East oil de- 
velopments is encouraging, and I 


serve in the world at present. Its, for one sincerely hope they and, 








others like them wi 
ful, 


.i be success- 


Part Piayed by Small Producers 


In cur own country we all know 


that the small producers and wild- | 


catters play a large part in mak- 
ing the oil industry the aggressive, 
competitive, progressive business 
it is today. The small producers 
are typical of the oil industry; 
their existence and_ prosperity 


provide the clue to why American | 


inethods and materials and men 
have found oil around the world. 
Iv’s not only skill and science— 
it’s a way of thinking and doing, 
a spirit of rivalry, and a willing- 
ness to go out on the rig and get 
dirt on the hands. 

But you know better than any- 
one else why oil is found—and 
why American methods find 
After all the surveys and charts 
are in, and even if the results 
don’t look too promising, someone 
will say, “Never mind, it could be 
there, let’s drill.”” That kind of 
decision can only be made in a 
country where there is a firm 
recognition that that is the way 
oil is found. But there is more of 
a problem here than just doing 
the job. The public must know 
that we are doing it. It may star- 
tle you. as it did me, to learn that 
in a public opinion survey made 
several months ago for a private 
company, 25% of the people ques- 
tioned in this state said that they 
thought that the 
would do a better job of discov- 


it. | 


achieve much success in the oil 
| Musiness, and they ail support the 
|}conclusion that only wnoere our 
free, competitive way of doing 
things is permitted will oil finding 
be most successful. 


Important Considerations 

In closing, let me emphasize 
two or three major points which I 
think are important io every 
| American oil man: 

First, world demands for oil 
will continue to increase. Irre- 
spective of supply and oemand 
growth in this country, foreign 
needs require rapid development 
of foreign reserves. If American 
companies do not take part, you 
may be sure that others will not 
hesitate to seize these opportuni- 
ties to meet the worlds eed for 
oil, 

Seecnd, the development of for- 
eign reserves presents no threat 
to the U. S. oil industry. 

Third, the United States domes- 
tic oil industry must be kept as 
strong as we can possibly make it. 
Geology provides ample assurance 
that many millions of acres re- 
iain to be thoroughly tested, and 
that our reserves should support 
at least our present production for 








government | 


ering and producing oil than 
drivate companies. In the same 
curvey, even more people—37 %— | 





‘hought the government would | 
put oil products on the market at| 
private com-| 


lower prices than 
panies. That was in Texas! 
Startling as those figures are. 
we should blame no one but our- 
selves. We are responsible. We 


Many years. Drilling—and par- 
ticularly exploratory drilling — 
undoubtedly will have to be in- 
ereased, however. That is where 
vou geologists are going to have 
much greater opportunities in the 
years ahead. 

Finally, there is a point which 
I have not touched, but which 
is of extreme importance to all 
of us in the oii industry: the fact 
that we are in the energy busi- 
ness. The power and convenience 
liquid fuels from natural oil 
have brought us vote after vote 
of confidence from the public 
which has bought more and more 
of our products. As a result, I 


| Oi 


nave gone ahead and made the| think all of us may be likely to 


world’s outstanding record of 


finding and producing oil and Oil} petitive 


products, but we have not both-| energy. 


ered to tell the public anything 
about it, 


governments could not do as well. | 


History shows that governments 
on their own have had poor suc- 
eess in finding oil. 
and red tape are the direct op- 
yosite of the methods which have 
been most successful in finding 
oil in this country and around the 
world. There have been any num- 
ber of examples, and I think Rus- 
sia provides a perfect one. Oil de- 
posits were known there before 
they were in this country. Their 
potential resources are much 
greater than ours and yet their 
production today is not a tenth of 


our own. 
Nearby is the Middle East. Its| 
notential is no larger than Rus- 


sia’s, yet its proved reserves and 
preduction are much higher. In 
Saudi Arabia alone, where oil 
was first found by American oil 
men less than 
all of Russia. There are 


in any 


number of other examples of the | fuels 


inability of 


nor to show them that} 





10 years ago, pro-| 
duction will soon be greater than/| petition is a challenge. 


forget that our business is com- 
with other forms of 
| The public undoubtedly will 


| continue to demand liquid energy, 
| Lut. in peacetime ecenomics alone 
will determine where those liquid 
ifuels will originate. Potential 


Bureaucracy | natural oil resources appear to be 


adequate, here and abroad, to 
furnish the bulk of these fuels for 
many years. You geologists and 
producers have the major respon- 
sibility to find this oil, but you 
must find and develop it in com- 
petition with other sources of 
liquid fuels. Already liquid syn- 
thetics from natural gas are on the 
way to compete with oil. The 
geologist and producer will play a 
large part in developing this new 
source of liquid fuels, but you 
must recognize that this new de- 
velopment is a signpost to syn- 
thetics from solid fuels. Produc- 
tion of such synthetics in compe- 
tition with crude oil products al- 
readv is close to economic justifi- 


cation. For the oil man, this com- 

For the 
vnublic, it is assurance of liquid 
at reasonable prices for 


governments to! years. 
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News ABOUT BANKS 
| AND BANKERS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 





Gibson, President 
the election olf 
Wiiliam G. Rabe, a Vice-President 
of the Bank, to the Board of Di- 
rectors of Manufaciurers Trust 
Company of New York. Mr. Rabe 
started his business career in 1916 
with the Liberty Natio: Bank 
of New York and became asso- 
ciated with the Manufacturers 
Trust Company in 1931, and was 
elected a Vice-President in De- 
cember of that year. Mr. Rabe is 
a native New Yorker and is also 
a director of the American Arbi- 
tration Association, as well as 
various companies, and is also a 
director of the West Side Cham- 
ker of Commerce. 


Harvey D. 
has announced 


2] 
“4 


- 


Arrangements have been com- | 
pleted the Chase National Bank | 


of New York for the opening of a 
branch in Tokyo on Dec. 1. This 
mew Chase branch will occupy | 
space in the Marunouchi Building, | 
one of the largest office buildings | 
in the financial section of the 
Japanese capital. Many of the 
military and civilian agencies of 
the United States Government, as 
well as representatives of Ameri- 
«an business interests, are located 
in this part of the city. The Chase 
Tokyo branch will offer facilities 
to assist American businessmen 
in the development of trade with 
Japan, in line with our govern- 
ment’s obiectives. James P. Duddy, 
who will serve as manag the 
branch, has been in Jepan several 
months making preparations for 
the opening. 


’ of 


The election of Harold Holmes 
Helm, President of the Chemica! 
Bank & Trust Company of New 
York City, at 165 Broadway, 
charter trustee of Princeton Uni- 
versity was announced by Dr, 
Harold W. Dodds, President of the 
University. 


asa 


J. Edgar Mecrris has been named 
Assistant Vice President of the 
Colonial Trust Compaty of Pitts- 
burgh, Pa. It was stated in the 
“Post Gazette” of that city that 
Mr. Morris, a native Pittsburgher 
has become associated with the 
local bank after 27 years with the 
Guaranty Trust Company of New 
York. During that period, he 
maintained offices in Pittsburgh, 
representing the New York bank 
as their correspondent in the tri- 
state area. 


The Monengahela Trust Com- 
pany of Homestead, Pa.. and the 
Hays National Bank of Hays, Pa.. 
will become branch offices of the 
Peoples First National Bank and 
Trust Companys of Pittsburgh. A: 
to the plans the Pittsburgh ‘Post 
Gazette” of Nov. iad the tollow- 
ing ta , 

Ch: 
total 
bank 
a. WY 
Georce 


une 
tha 


advisory 
h. 


joined in a_ stateme: 
entir< of directors 
bank will be the 
board of the branel Mir 
Lloyd will beceme Vice President 
in charge of the Homestead office. 
The Monorgahela Trust ns the 
econtvolling steck in the Hays Na- 
tional. All ether cfficers of the 
two banks wil] remain in execu- 
tive positions. 

“The Monongaheia 
Zarized in i991, has 
sources of $22,000.000 
Hays National $1,590,099.’ 


board 
come 


new 


yuE 
UO Vv 


Trust, or- 
total 


and the 


‘‘Post Gazette” of Nov. 
First National Bank of Swissvale, 
Pa., will become the Swissvale of- 


ident cf Robert Morris 


| credit 


re- | 


fice of the Mellon National Bank | 


and Trust Company of Pittsburgh 
early in December. The change 
will be subject to the approval 
of the stockholders of the Swiss- 
vale institution, said the paper 
from which we quote, which like- 
wise stated: 

“W. D. Bowers 
Swissvale bank, will 
manager of the Swissvale office, 
with J. E. Allison and P. D. 
Mitchell as assistant managers. 
| The First National Bank of Swiss- 
vale opened fer business in 1902. 
In 1922 it absorbed by merger the 
Swissvale Trust Company, whicn 
ihad been organized in 1919. The 
bank now has assets in excess of 
$8,000,000.” 


serve as 


Va., announced on Nov. 3 
Vice Admiral | 


'mend, 
that “the death of 
'Joseph K. Taussig, retired, which 
'oecurred on Oct. 29, marks a dis- 
‘tinct loss to The Bank of Virginia 
| w hich he had served as director 
since June, 1941. He was a loyal 
|and devoted friend of the bank 
and his death leaves a vacancy 


| that will not be easily filled.” 


Arthur L. Moler, Vice-President 
of the Fifth Third Union Trust | 
Company of Cincinnati, Ohio, died | 
on Nov. 4. Mr. Moler, 
years of age, was born in 
Ohio. In its issue of Nov. 5, the 
Cincinnati “Enquirer” reporting 
his death said: 

“Mir. Moler came to 
1893 and became credit man- 
ager of the bank. He was elected 
Assistant Vice President in 
and Vice President in 1938. From 
1916 to 1933 Mr. Moler was asso- 
clated with the Union Trust Co. 
of Cleveland and 
banks, and from 


in 


1913 to 
Auditor’s office. 

“Mr, Moler, a First Lieutenant 
in the infantry in World War I, 
served with the U. S. Food Ad- 
ministration after the 
was signed. He was elected Presi- 
Associates, 
national organization of bank 
men, at a meeting in San 
Francisco last month.” 

The stockholders of the Fifth 
Third Union Trust have received 
from President John J Rowe a 
notice dated Nov. 7 iegarding a 


| stock dividend and in increase in | 


'capital and surplus. The stock 
dividend. was declared by the di- 
rectors on Nov. 4 to stockholders 
on the basis of one additicnal 
share for each six shares held 
of that date. The inotice states: 

‘As a result transier 
board of directors 
stock dividend, the 
of this company is 
7,000,000, 
ppro? 


as 
or i- 

ted by th 
incident to 1 
capital 


1eE 
accouiit 
now 100,080 
undivided profits < 
S$? 400 


Oximately 


$7, surplus $ 


matel. 
ap- 


and cao Ve 


$2,700, 


\/ } 
Cpt? gene! | 


nD OQ.’ 


Plans to issue 50,000 additional 
the Central National 
Bank of Cieveland, Ohio, to 
celerate retirement of govern- 
ment-held 3% preferred shaves 
were approvea on Oct. 28 by the 
stockholders. Advices from Cleve- 
land on that date, appearing in 
the New York ‘Herald Tribune” 
said: 

“John T. Scott, election 
tor, announced that 191,800 of the 
250,000 shares of stock 


shares of 
ac- 


management’s plan along with alt 


of the 325,000 remaining shares of | 
ithe preferred stock 
It is armed train the Pittsburgh | 
7 that the | 
‘fered to shareholders at the 
\of one share for each five held. 


held by 
Reconstruction Finance Corp. 

“The new common is being of- 
rate | 


the 


President of the | 


The Bank of Virginia at Rich- | 


who was 57 | 
Albany, | 


| 
Cincinnati 


1936 | 


its predecessor | 4, 
1916 | 
served as auditor in the Ohio State | 


armistice | 
' 


inspec- | 


outstand- | 
ing had been voted in favor of the | 


be 
local in- 
McDon- 


| Shares not taken will 
written by a group of 
| vestment firms headed by 
ald & Co.” 

Rights evidenced by subscrip- 
ition warrants, issued by the bank 
ito the stockholders, will expire 
Nov, 18, 
warrant holders is $25 per share. 

Albert W. Harris, marked his 
80th birthday on Nov. 4 at his 
cesk in the Harris Trust and Sav- 
ings Bank of Chicage. [t was noted 
in the Chicago “Daily Tribune” of 
that date that the veteran banker 
“retired” nearly five years ago 
|after heading the bank for 29 
| years as its President and Board 
Chairman, but he has continued to 
|oecupy his office regularly where 
ihe keeps a watchful eye on the 
| bank's operations. The same paper 
said that “Mr. Harris entered the 
employ of N. W. Harris & Co. in 
1888 and worked through all de- 
partments. He was President of | 
the bank from 1913 to 
until his retirement in Jan- 
1943. 


| year 
juary, 
| ate a % 
Charles P. McGaha, oil operator 
i|in the Mid-Continent area since 
| 1923, has been named President 
iof the City National Bank of 
| Wichita Falls, Texas, succeeding 
| Wiley L. Robertson, who recently 
resigned, effective Oct. 31, J. J. 
| Perkins, Chairman of the Board. 
ane on Oct. 30. Advices to 


this effect contained in a dispatch | 


on that date to the Dallas “News” 
from Wichita Falls, which also 
said that Mr. McGaha has been a 
| director of the bank since 1937. 
George W. Hoffmann 
Joins G & G 

OInS ureéehe 0, 

Greene & Co., 37 Wall Street. 
New York City, anounced that 
|\George W. 
| Hoffman has 
become. asso- 
ciated with 
them as man- 
ager of their 
ading de- 
partment. Mr. 
Hoffman, who 
| was formerly 
with Kobbe, 
Gearhart & 
|Co., resumes 
his activities 
in the ‘‘over- 
the - counter” 
business after 
having taken 
a well de- 
served rest. Mr. Hoffman will 
specialize in railroad and indus- 
trial stocks and bonds, as well as 
certain “special situations.” 

—_ — a 


La Salle Street Women 
To Hear Brazil Official 


La Salle Street Women at their 
6:30 dinner meeting Nov. 19, at 
The Cordon Cl Chicago, will 
have as their guest speaker Victor 
Ricardo Parr de Araujo, the Bra- 
zilian Vice-Consu! in Chicago. He 
will review Hermani Tavares de 
Sa’s recent book, “Tne Brazilian: 

People of Tomorrow.” Born in 
England, the son of Anglo-Bra 
zilian parents, he has followed his 
father who was apoointed in 
1939 as the Brazilian Naval At- 
tache in Washington, D. C. in 
choosing as his career, in 
the Brazilian Foreign 
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Stone. & Cscimere Adds 
to THE FINA IAL CHRONICLE) 

FRANCISCO, CALIF. - 
Taaffe2, Jr. has been 
the staff of Stone 
Russ Building, 
San Francisco Stock | 


(Special LN¢ 


SAN 
John J. 
added to 
Youngberg, 
bers of the 
Exchange. 


Joins Fi irst California 


(Special to Tue FINANCIAL CHRONICLE) 


LOS ANGELES, CALIF.—Ralph | through the 


under- 


the subscription price to | 


1923 and | 
‘Chairman of the board from that | 


| and 


| 
| 


jand 


& 
mem- | 


| has 
non-commercial 


Debt Management and Government 
Securities Prices 


(Continued from 


serve System and the officials of 
the Treasury have recognized 
that monetary factors at least in 
pert have contributed to the up- 
surge in the price level, and they 
have been giving a great deal of 
thought to the problem of credit 
control and the closely allied 
problem of debt management. 
Since it 
in the form of currency in 
culation and bank deposits, 
contributed to the inflationary 
pressure on prices, 
see how the 


means of payment 


'can be decreased. Bank deposits | 


can be decreased either (1) by 
_the Federal Reserve Bank taking | 
restrictive credit measures or (2) 
by a reduction in the amount of 
government bonds that are held 
by the commercial banks, either 
(a) through retiring commercial 


|bank held debt out of actual sur- | 
plus revenue or (b) retiring com- | 
/mercial bank held debt with the 
| proceeds of money raised thru the 
| sale of appropriate government is- 
in- 


sues to non-commercial bank 


| vestors. 


Conditions Differ Today 
Sharp credit 
ures were used to 
flationary spiral of prices that 
followed in the wake of World 
War J, but conditions today differ 
greatly. 

(1) The national debt 
$250 billion today against 
than $30 billion in 1920. 

(2) Approximately $50 
of the present debt is due within 
one year and the Treasury for 
many, many months to come will 
be busy with its refunding pro- 
gram. 

(3) Over 
the new 


restrictive meas- 
break the in- 


over 


fess 


is 


billion 


£$50-billion in E, F, G, 
A bonds and tax 
saving notes, all demand obliga- 
tions, are now outstanding. 

(4) A good pecrtion of the in- 
crease in bank loans following 
World War II occurred in the form 
of business term loans and real 
estate loans, payable over a defi- 
nite period of years at definite 
fixed rates of interest. 

Because of these great differ- 
ences between the 1920 situation 
that prevailing today, it 
highly improbable that the mone- 
tary authorities would resort to 
any harsh credit restrictive meas- 
ures such as used in the 1920's. 
The restrictive measures current- 
ly resorted to so far have been 
very mild indeed; namely, the re- 
moval of the '» of 1% _ prefer- 
ential borrowing rate, the un- 
;npegging of the bili rete, the 
unpegging the certificate rate 
and a slight contraction of Federal 
Reserve Credit outstanding—th 
last being offset to 
hy iner Id holdings 
Federal Bank. 

The urcs are 


c<79% ! . . 
iving qGerai nr 


is 


of 


some CX 
eased ol 
Reserve 
1 at 
oar 
over 


ant 


“nt . 
all Allie 
erve B 


tro 
rol 


» meas 
2 
SOme Con 
the bank redit situa 
thu: 
ol 


tion, 
(IZ ition 

so far tnese 
ymmplished littl 
real aining 


CxXVansSION 


! mone 
the debt, 
measures have ; 
and have had 
infiuence on the 
private credit. Wit! 

g contracticn in 
serve Bank credit 
an amount to more than offset 
both the expansion occurring in 
private credit and also the inflow 
of gold, there can be no major 
progress made in the control of 
inflation. 

Regarding the 
reducing bank 


no resul 
Oi 
nout a continu- 


FE ederal Re- 
outstanding 


ing 


other 

deposits, 
several billions of 
comme: cial 
further raised funds from 
bank investors 
Savings Bond Pro- 


B. Peters is with First California | gram and throvigh the recent of- 


‘Company, 510 South Spring Street. 


‘fering of Investment Series 


is recognized that the | 
increase in the means of payment, | 
cir- | 


has | 


it is logical to | 


in | 


method of | 
the 
| Treasury has retired with surplus | 


| tax revenue 
bank held debt, and 


page 2) 

|A 216% 18-year non-marketable 
| bonds. Also, the Treasury has sold 
a substantial amount of market~- 
|able bonds held in agencies in 
|order to keep yields from declin- 
ing on long bonds, but these sales, 
|'while controlling prices, have 
| caused further monetization of the 
debt. 


teduction in Commercial Deposits 

Anti-Inflationary 
far the greater part of the 
'debt reduction that has taken 
place was accomplished by the 
Treasury drawing down on the 
‘large government War Loan bal- 
at the commercial banks. 
‘These large balances resulted 
from the tremendous success of 
the VIII War Loan Drive. Reduc- 
ing the War Loan balances was 
highly desirable as this prevented 
the possibility of these large bal- 
ances being spent by the govern- 
ment and becoming individual 
| deposits. However, only a reduc- 
'tion in commercial bank deposits 
| belonging to others can be consid- 
'ered as truly anti-inflationary. 

In general the Treasury policy 
would seem to be one of the con- 
tinuing to maintain relatively 
casy money conditions, and at the 
same time endeavoring to reduce 
commercial bank deposits and 
money in circulation. I would 
anticipate for the near future 
relative stability at the long end 
‘of the list and would look over 
the next year to a somewhat fur- 
ther increase in short time rates 
and a slight firming in _ inter- 
mediate rates. By “stability at 
the long end’ I dont mean the 
maintenance of a substantial pre- 
mium on the non-eligible 2'!es 
hut I do feel that, in view of 
large amount of Series Gs 
standing and due to the very 
cent issue of 18-year 2s, that 
the money managers would go a 
long way to prevent the long 2's 
going below par at least for the 
next yvear or so. 

If the commodity 
tinue to rise and 
business continues 
high levels with 
creasing, we may 
tional offerings, from time to 
time, of bonds for non-commer- 
cial bank investors. If boom con- 
ditions continue, I would expect 
further increases in short term 
rates, and expect these increases 
to come sooner than if business 
generally showed a tendency to 
lag and prices of commodities to 
decline. Above all, the monetary 
authorities will endeavor to main- 
tain an orderly market through 
these adjustments. 

It seems to 
days of easy 
securities a over, he 
definitely establis 
‘ak in government 
bonds bee 
is no investment 
h b I can 
I would. 
\ i¢ Ww your 
rom time 

idpoint 
1e value 
masteatin and 
etting a clew to what is 
on in the economy as 
whole. The prices of government 
securities will reflect how the 
'dekt is being managed, and how 
the debt is managed is going to 
|affect the economic life of this 
country, today, tomorrow, and fox 
| years to come. 
et AS ae 


Peirsol With Fabian Co. 


CHRON 


By 


} ances 


the 
out- 
re- 


markets con- 
the tempo of 
at abnormally 
bank loans in- 
expect addi- 


be evident that the 
profits from govern- 
it 1s 
that 
CcCor- 
ad 
the 
and 
therefore 


ment re a 
fairly 
the pe 


norate 


1ed 
ana 
pa 
in 
buy 


has n Ss 


Id whic 
about. 
ou to 
portfolio 
from the 
abreast cf 
in you) 


forg { 
i¢ govern- 
to time 
Keep- 
thes« 


also 


1] L2C 
ment 
hoth 
ing 
ssets 
of g 
going 


i 
sta of 
tt of 
as 


a 


(Special to THe FINANCIAL ICLE) 
BEVERLY HILLS, CALIF. - 
Thomas R. Peirsol, Jr. has become 
associated with Fabian & Com- 
pany, 9500 Santa Monica Boule- 
vard. He was previously with 
Maxwell, Marshall & Co. 
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Money and the 
Special Session 


(Continued from page 19) 
pany which suffers because there 
is no doubt of its ability, espe- 
cially in an inflationary period 
to pay the number of dollars 
called for by its contract. The 
sufferer is the policyholder or hi 
beneficiary who perhaps thought 
he was paying for a college edu- 
cation only to find that, through 
the decreased purchasing power 
of his dollars, what he thought 
was enough to pay for a college 
education won’t get him through 
the Freshman year. 

I marvel at the innocence or the 
patriotism of life insurance pol- 
icyholders who have’ endured 
what they have been taking as 
the result of the fanatical desire 
of Treasury officials to maintain 


a low interest rate. That rate is 
maintainable only, and I mean 
only, by the continued creation 


through a camouflaged printing 
press of excessive amounts of thai 
which we call money. If we don’t 
stop that we need not expect t 
do anything very effective about 
rising prices. 


What Congress Can Do 

There are some things that car 
be done which should have beei 
done under existing laws by thc 
Federal Reserve Board and _ the 
Federal Reserve Banks. There ar 
other things which should be 
done that can only be done wit! 
further authority from Congress 
The Federal Reserve Board ha 
too long delayed using the pow 
ers which it presently possesse 
and has opened itself to the sv 
picion that it was deliberately de 
clining to use its present powe1 
in the hope that the situatior 
would develop to the point where 


it would be granted other power 
for which it has been = askin 
Congress. 

Now that there is a special se 
ion considering prices which nec 
essarily involves money. surel 
we must expect the President, th: 
monetary authorities and th 
Congress to do something in thi 
ountry to end the monetary un 
soundness which our representa- | 
tives have so vigorously curbec 
in Japan and in American-Occu 
pied Germany. The time has come 
to put our own financial house 
in order and the yresponsibilii 


rests with the President, with 1 
nonetary authorities—that means 
the Treasury and the Federal Re- 


serve Board—and with Congress 
{t is tempting to suggest to the 
life insurance policyholders that 


they do something about it. 





With Wm. C. Roney & Co. 


(Special to THE FINANCIAL CHRONICLE) 

DETROIT, MICH.—JAMES F. 
Cain, Jr. has become associated | 
with Wm. C. Roney & Co., Buhl | 
Building, members of the New 
York and Detroit Stock Ex- 


changes. Mr. Cain was previously 
with James E. Bennett & Co., in 
Dallas. 


Two With Herrick, Waddell 


KANSAS CITY, MO.—George J. 
Alexander and Harry H. Harns- 
berger have been added to the 
staff of Herrick, Waddell & Co., 
Inc., 1012 Baltimore Avenue. 








With Griffin & Vaden 
(Special to THe FINANCIAL CHRONICLE) 
RALEIGH, N. C.—B. E. Love 

has become associated with Grif- 


fin & Vaden, Ine., Insurance 
Building. 


With Merrill Lynch Firm 


(Syecial to THE FINANCIAL CHRONICLE) 


BEVERLY HILLS, CALIF. — 
Edgar M. Phillips is now with 
Merrill Lynch, Pierce, Fenner & 
Beane, 454 North Camden Drive. 





As We See It 


| (Continued from first page) 
| of black markets undermines the respect for law. Normal 
| monetary incentives cease to operate. The worker has no 
just reward for his labor and the farmer refuses to sell his 
produce. Resources are dissipated. Trade degenerates to 
barter. Controls tend to become self-perpetuating. 
‘Achievement of monetary stability would allow a gradual 
restoration of normal incentives and a gradual return to a 
system where individuals, and enterprises, both public and 
private, can operate in markets. It would also allow the 
stabilization of exchange rates, which is all but impossible so 
long as inflation proceeds apace. It is obvious that this situa- 
tion makes balance of payments problems that much more 
difficult. The Committee believes that in the near future 
scme adjustment of exchange rates must be made. The prel- 
ude to that is internal monetary reform. 

“The Paris report rightly emphasizes the need for scal- 
ing down restrictions on trade between countries. But the 
reduction of tariffs is of little moment if exchange controls 
and other controls have to be maintained indefinitely. What- 
ever one’s attitude toward planning and free enterprise may 
be, there is all but universal agreement that true economic 
recovery depends on releasing the energies of individuals 
and cutting down on time-consuming regulation of produc- 
tion and distribution.” 


How few understand, and how essential it is that 
a great many both here and abroad understand, that 
much of the so-called “dollar scarcity” is a direct out- 
erowth of artificial price controls so extreme that they 
would have been universally regarded as feolish prior 
to the rise of New Dealism throughout the world—price 
controls partly, no doubt as applied to commodities, but 
particularly as related to currency relationships. What 
most ef the commentators are today really saying with 
tiresome repetition is that the supply of dollars avail- 





| stands. 


| of the world, of 





He was previously with Sutro & 
Co. 





able at prices would-be buyers are permitted to bid is 


far below demand. DelHlars may be “scarce” enough in 
a market where the only offers are at the raie of $4 
to the peund sterling; the situation would be vastly 


changed if a pound sterling were offered for $2. 


This is only one aspect of a very general situation, as the 
President's Committee now reporting evidently well under- 
t inflation” within the several economies 


oof LPRMCONA 
Repressed 


course, adds its miseries and its difficulties 
to those found in the field of international currencies, and 
the one set doubtless reacts upon and intensifies the other. 
Humanity everywhere owes a debt of gratitude to this semi- 
official, rather non-political, group which has had the acu- 
men to perceive and the courage to call attention to this 
situation—which hes been frequently overlooked and else- 
where studiously ignored for the most part. 

All of us are, moreover, indebted to this group for punc- 
turing the dream of the Paris Conference—and a good many 
others—abcut the subject of capital restoration and expan- 
sion in Europe during the years immediately ahead. Many, 
if not most, observers have apparently been under the delu- 
sion that by waving some magician’s wand the destruction 
and devastation of war could be quickly eliminated—not 
only that, as a matter of fact, but Europe’s capital position 
be brought promptly to some fortunate status which it has 
never heretofore enjoyed. Of course, to accomplish all this 
the United States had to be convinced that it must do a great 
deal gratis in order to “defend” itself, but once that feat of 
argument was accomplished the scars of Europe would soon 
be deeply buried in the lush growth of production facilities 
—and the life of its inhabitants made more abundant than 
ever before. At least this appears to have been the “line” of 
many of those who gathered in Paris. 


There was urgent need for someone in a position of 
influence to state baldly (1) that the age of miracles— 
if there ever was one in the field of economics— 
has long ago passed into history; and (2) that a very sub- 
stantial part of the difficulty in Europe today stems not 
from the physical destruction of war, but from the un- 


permit rehabilitation in about the only way that reha- 
bilitation is possible—that is by a restoration of the eco- 
nomic relationships which had developed naturally out 
of the realities of life through the centuries. 

The contribution of the President’s Committee at this 
point is substantial. Here it is: 

“The Committee, however, is not convinced that the 
participating nations at Paris were wholly realistic in their 
plans for capital expansion. On the first point, it is obvious 
that if Europe is to be revived and made self-supporting—if 
our aid program is not to degenerate into just another relief 
program—the European nations will have to rehabilitate 
their capital plant. But it cannot be too strongly stated that 
the process of investment and capital formation imposes a 
severe strain on the country undertaking it. It means the 
introduction of money income into the economy, with no 
comparable output of consumer goods to sop up this purchas- 
ing power. This process is highly inflationary. To the degree 
that capital goods are sent to Europe from the United States, 
it is true, the strain is transferred from European economies 
to our own. Nevertheless, the secondary effects of large 
capital programs should not be overlooked. 


“What this means, in effect, is that housing programs 
and capital development may have to be slowed down until 
European recovery is much more advanced than at present. 

“In addition the program written at Paris may have to 
be modified by a shift in the amounts going to the separate 
countries. As this shift is made, we believe that the amount 
of aid allotted to Germany may have to be higher than was 
set at Paris. This Committee wishes to state emphatically 
that the overwhelming interest of the United States is to 
prevent the resurgence of an aggressive Germany. The fears 
of neighboring nations are thoroughly understandable. On 
the other hand, it is generally admitted that the revival of 
Ruhr coal output, along with the increase in British coal 
output, is the crux of the problem of getting Western Europe 
back on its feet. Apparent savings to the American taxpayer, 


‘ 








willingness of at least some of the European peoples to 


ze . 4 ° . rn At (ar a 
accomplished by spending too little money on Germany, 
i * oe 


than offset by the consequent de- 


have thus far been more 
ry : a naka ” 
terioration of the general European economic situation. 


Another very rea! contribution of the Committee 
is its insistence that aid te Eurepe must be measured by 
our capacity to produce and our willingness to part with 
voods. This is an aspect of the situation about which 
there has been ali too much equivecation. The Com- 
mittee pointedly says: 

“The final determining factor in the size of a prudent 


: HY 4 ~ [Ac «in hic y, 
program is the availability of commodities in this country. 


“In 1947, the United States will probably export some 
15 million tons of grain with about 9 million tons going to 
Europe. In view, however, of the poor American corn crop 
and the lack of fall rains, only a most favorable crop year 
in 1948 would make any such performance possible. 

“With a number of other commodities, the situation is 
only a little less stringent. Steel and the steel-making mate- 
rials, especially scrap, are in particularly short supply in the 
United States. Because it is a basic industrial material, the 
effects of this shortage are pervasive. Coal exports at a high 
rate are possible, though they are imposing a strain on the 
United States transportation system and there may be a 
few shortages in the coming winter. There is little likelihood 
that these requirements set forth at Paris can be met. 

“The situation is much the same in regard to most of 
the items of machinery and equipment the European nations 
need. In the middle of an agricultural boom, the demand of 
American farmers for farm machinery is well beyond the 
capacity of the industry. As to mining machinery, coal out- 
put is at a high rate and American mine operators are buying 
as much machinery as they can obtain. Heavy electrical 
equipment of all kinds is perhaps the tightest industrial item 
of all. The story is much the same for certain of the basic 
raw materials.” 

All this needed badly to be said. May it get the 
attention it deserves. 













24 (1964) 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, November 13, 1947 





What Price Easy Money! 


,the front pages every day. It is ; unless the government pumped 


(Continued from first page) 
have been reaching and that I 


should like to discuss today can | President a. 
be summarized as follows: First, | consider in its forthe 


the inflation now taking place is 


‘the only domestic issue which the;easy money into the 


a monetary inflation, caused pri- | 


marily by an overexpansion of the 
supply of currency and bank de- 
posits. Second, this inflation has 
been growing more severe since 
V-J Day primarily because 
Federal Reserve banks have been 
maneuvered into a_ position in 
which they no longer can exercise 
control over the banking system. 
Third, the reason the Federal Re- 
serve has lost this control is that 
it is committed to a policy of pre- 
serving low interest rates on gov- 
ernment securities. 
it looks as if this country is facing 
a shortage of capital, possibly a 


the | 
operators, 


And fourth, | 


severe shortage, which may ag-| 


gravate our inflation problems. 

It seems to me the time has ar- 
rived to face the situation frank- 
ly, with courage and also, with 
confidence. [ most emphatically 
believe that this country need not 
have a dangerous inflation, that it 
can be avoided by proper action. 


| classic lines. 
| creasing 


My inquiry is whether the solu- | 


tion of the dilemma may not lie 
in the government’s low interest 
rate policy — whether the main- 
tenance of low rates under pres- 
ent conditions may not be un- 
sound and highly inflationary — 
whether the social cost of this 
policy may not be very much 
higher than is commonly sup- 
posed. 


Effect of Low Interest on 
Investment Institutions 

In approaching this inquiry I 
shall not pursue the obvious line 
of argument so commonly attri- 
buted to your business, that of 
savings banks, and to the business 
with which I am connected, life 
insurance. There can be no doubt 
that artificially low interest rates 
have posed difficult operational 
problems to savings banks and life 
insurance companies. There can 
also be no doubt that they have 
had an influence on the rate of 
dividends you have been able to 
pay your depositors as well as on 
the net cost of iife insurance to 
policyholders. 

Important as these problems 
are, I believe they are relatively 
minor compared to what artifi- 
cially low interest rates have done 
to the value, and by that I mean 
the purchasing power, of the dol- 
lars invested in savings bank de- 
posits and life insurance policies. 

Since the edvent of the great 
depression, we in this country, 
and other nations as well, have 
adopted fiscal and monetary pol- 
icies that history has proved time 
and time again to be impractical! 
and harmful. These nolicies rest 
on the theory that governments 
can safely be entrusted with fi- 
nancing themselves the easy way. 
This easy way is by expanding the 
volume of money by methods 
which, because they appear pain- 
less, or nearly painless, seem both 
politically expedient and desir- 
able: My thesis is that no matter 
how well-intentioned the govern- 
ments involved may be, their pol- 


'Washington who believed 


icies of easy financing sooner or | 


later set up forces which tend to 
become so powerful that even 
despctic governments can _ no 
longer handle them. What starts 
out quite innocently as a plan to 
manage money for the people’s 
benefit, only too often ends up by 
defrauding the thrifty and hard 
working. My plea is that we in 
the United States re-examine our 
own monetary situation and our 
own policies with a view to see- 
ing whether we may not be set- 
ting up dangerous forces here. 


Inflation 

Nearly two years have passed 
since President Truman. stated: 
“Inflation is our greatest domestic 
problem.” It is still our greatest 
domestic problem. 
a prime political issue. 


It has become | 
It is on|fer chronic inass unemployment | 


Still Greatest Problem | 
| the 
| reached 
(theory that we were the victims 


said Congress should 
oming special 


| session. 


As is usual in_ inflationary 
periods, a wide variety of people 
and things are being accused as 
the wicked culprits. You can take 
your pick: speculators in the com- 
modities markets, black market 
monopolists, greedy 
corporations, certain labor unions 
which are said to be unwilling to 
allow their members to give a full 
day’s work for a full day’s pay, 
the Marshall Plan, the Republi- 
cans, the Democrats — yes, even 
the Communists. 

Despite all these red herrings, 
it seems to me the evidence is 
growing increasingly clear that 
we are in a monetary inflation 
that essentially follows all the 
We have been in- 
the volume of money 
much faster than the volume of 
goods and services. Hence money 
has become less valuable while 
goods and services have become 
more costly. 

Except for the past few months, 
we in this country have been pil- 
ing up Treasury deficits for more 
than a decade and a half. The 
extraordinary thing about these 
deficits was that the larger they 
became and the more heavily we 
got in debt, the easier it became 
to borrow. Indeed, at the time our 
national debt reached its absolute 
peak in 1946, our money supply 
was expanding so rapidly that 
there were many officials in 
in all 
sincerity that perhaps we were 
headed toward an interest rate of 
zero, which would be ideal. 


Fortunately sounder thinking 
prevailed, and steps were taken to 
halt the abrupt descent of inter- 
est rates. For a time it looked as 
if the worst of the inflationary 
boom might be over. This year, 
however, there has been a succes- 
sion of wage and price increases, 
with the end not yet in sight. 

Whether our wartime deficits 
were as wisely financed as they 
might have been is now an aca- 
demic matter. The emergency 
compulsions of war justified the 
use of many devices and policies 
which would have been severely 
criticized in peace times. Now 
that the war is over and the gov- 
ernment is no longer faced with 
astronomical expenditures, we 
have quite a different set of cir- 
cumstances. It is by no means 
academic, therefore, to examine 
whether certain wartime finan- 
cial pclicies can or should be con- 
tinued. Perhaps we shall discover 
that they are largely responsible 
for the fact that our already over- 
expanded supply of money, that is 
of currency and commercial bank 
desposits, is still expanding at a 
rapid rate, and that the cost of 
living is still on the rise. 


Wartime Financing and Low 
Interest 

One of the major objectives, or 
policies, of wartime financing was 
to keep the interest cost on the 
national debt low. The mecha- 
nism used to achieve this objec- 
tive was for the Federal Reserve 
banks to supply the commercial 
banks with whatever volume of 
funds the latter might need to 
purchase Treasury securities not 
absorbed by investors. 

Now the particular pattern of 
low rates which the Treasury de- 
cided upon happened to coincide 
approximately with that prevail- 
ing when we entered the war. 
These low rates, it should be 
stressed, were at least in part the 
legacy of theories that dominated 
monetary policy during the de- 
pression of the 1930’s. There was 
theory that America had 
economic maturity, the 


of over-saving and under-spend- 
ing, the theory that we would suf- 








spending 
stream. 

These theories may have been 
valid in the depression, though I 
doubt it, but they certainly are 
not valid in 1947. Yet the same 
interest rate policy which was 
thought appropriate to cope with 
a depression is still sanctified by 
official protection today when we 
are in an inflationary boom. The 
mechanism of making the Federal 
Reserve banks the ultimate and 
automatic source of funds for pre- 
serving low interest rates is being 
used today when the government 
is paying off debt. It is the same 
mechanism that was used during 
the war when government was 
orrowing heavily. It doesn’t make 
sense. 


Cost of Stabilizing Government 
Security Prices 


The commitment which the 
Federal Reserve Board has made 
in respect to stabilizing govern- 
ment security prices and interest 
rates has by its very nature pre- 
vented the Board from exercising 
its legal functions in regard to 
monetary policy. The Reserve 
banks cannot curb an inflationary 
trend by contracting credit on the 
one hand when with the other 
hand they have to permit credit 
expansion to stabilize the govern- 
ment market. The Reserve Board 
is well aware of its dilemma and 
has frequently called attention to 
it. The Board would like to curb 
the inflation, but is powerless to 
act. 


It is not merely that the present | 


low interest rate policy and the 
desired monetary policy are mu- 
tually exclusive. Much more 
significant is the fact that an en- 
forced and artificially supported 
low interest rate on government 
securities is by its very nature 
highly inflationary. I do not think 
the reasons why this is so are 
sufficiently well understood. 
Fundamentally the reasons are 
that by tampering with gold and 
the Federal Reserve Act we have 


developed in the past few years | 


a system of money magic. It is a 
sort of modern printing press, but 
unforiunately one so complicated 
that its workings are concealed 
from the people. In essence it per- 
mits almost limitless money ex- 
pansicn without adequate con- 
trols. 

Bear in mind that until the Re- 
serve Act was changed, both the 
Federal Reserve banks and com- 
mercial banks had to reckon with 
the fact that too great credit ex- 


pansion might bring their reserves | 


below the legal limit. Now, how- 
ever, the Reserve Banks can pump 
out credit by the billions, and each 
billion it pumps out can support 
over five billions of commercial 
bank credit. The commercial 
banks, in turn, used to have to 
Sive great attention to their 
liquidity and to the volume of dis- 
countable paper they owned. Now, 
however, they can turn their 
enormous holdings of government 
securities into cash, in an almost 
guaranteed market, in order to 
acquire whatever reserves they 
may want. 


Let me give you a simple ex- 
ample. An oil company needs 
$10,000,000, not for a short period, 
but as semi-capital. It goes to a 
commercial bank and suggests a 
10-year term loan. Of course, this 
did not used to be considered a 
suitable type of loan for a com- 
mercial bank, but let’s skip that 
phase. Although the bank has no 
funds available because it is al- 
ready fully invested, it agrees to 
make the loan—at 2%. How does 
it do it? By the simple expedient 
of selling $2,000,000 of government 
securities. If the open market is 
not in a buying mood, it knows it 
can sell to the Federal. In any 
event, the $2,000,000 proceeds can 
be deposited with the Federal to 
provide the legal reserves needed 
to back the $10,000,000 deposit it 


will create in favor of the oil 
company. 

The commercial banker would 
be the last to think this transac- 
tion had any thing to do with in- 
flation. He would say that it was 
a sound loan, that because his 
bank’s operating costs had risen, 
he needed to increase the bank’s 
earnings. He would point out that 
the yield on the $2,000,000 gov- 
ernments he sold was only 14%, 
while the yield on the $10,000,000 
new loan was at 2%. And he 
would add that his bank .6§sstill 
owned plenty of government 
paper. 

But it was an inflationary trans- 
action. By it $10,000,000 of new 
money, that is of bank deposits, 
which never existed before have 
been created, to add to our al- 
ready redundant supply of spend- 
able funds. This new deposit is 
available to bid up prices on 
searce goods and labor. 

What we see in this transaction 
is that the control of general 
credit conditions has passed from 
the Federal Reserve, where it be- 
longs, to the commercial banks. 
Today the pressure on commercial 
banks is to expand credit in order 
to offset their rising operating 
, costs. 


difference, in its inflationary ef- 
fect, of supplying capital through 
commercial bank lending or in- 
vesting, outlined above, as com- 
pared with lending or investing by 
bona fide savers. Neither savings 
banks nor insurance companies, 
for instance, ordinarily make a 
new investment unless they have 
the funds on hand. When they 
make the new investment, all that 
takes place is a transfer of de- 
|posits from the lender to the bor- 
rower—there is no increase in the 
|outstanding volume of deposits, 
|hence no inflationary influence. 





Large Demand for Capital 


And that brings us to another 
aspect of our present problem. 
The very considerable inflation 
we have already had in both 
prices and labor, superimposed on 
|a record-breaking, backed-up de- 
;mand for goods from people with 
|unprecedented buying power, has 
so altered the demand for capital 
i that we have not yet become ac- 
|customed to the change. The de- 
‘mand for capital has come for a 
|multitude of reasons. First, the 
|high physical volume of business 
| has greatly increased the need 
|for working capital to finance 
| more units of inventories, receiv- 
|ables and payrolls. On top of this 
|physical expansion, is an even 
| larger dollar expansion due to 
higher prices and wages. 

Added to the rising demand for 
| working capital is an increased 
demand for fixed capital to build 
|plants and equipment. The up- 
|ward spiral of wages has made it 
more and more essential for com- 
panies to mechanize, improve effi- 
ciency and lower costs. But the 
efficient machine that used to cost 
$10,000 now costs $15,000 or $20,- 
000 so that once again we see 
how the need for new capital 
funds is jacked up both by ab- 
solute unit demand and by price 
increases. 

On top of these industrial de- 
mands for capital funds are those 
from the residential building field, 
from local governments, not to 
mention the demands from 
aboard. Quite apart from loans 
made by banks, from mortgages 
and from profits re-invested by 
industry, new capital raised in the 
securities markets in the first nine 
months of this year came to some- 
thing over $5.000,000,000. This is 
nearly double the figure for the 
same period of 1946 and nearly 
five times the 1945 rate. 


In the face of this enormous 
cemand for funds, let us look for 
a moment at the supply side. We 
have heard a great deal about 
the colossal volume of liquid sav- 
ings in this country. It is often 
stated that because of these sav- 
ings there can be no possible 
shortage of capital funds. 





I need not contrast to you the! 





But,in the corporate and 


these savings, it should be pointed 
out, are already invested. They 
cannot be invested over again un- 
less presently held investments 
are liquidated first. If they were 
to be liquidated in any quantity, 
who would or could buy them? 
Directly or indirectly, would it 
not come down to making the 
commercial banks the _ residual 
buyers? They alone are in a posi- 
tion to manufacture the new 
money that would be needed for 
the purpose. They would do this 
by utilizing the expansive re- 
sources of the Federal Reserve. 
Any such maneuver would in- 


volve inflationary monetization of 


debt on a scale not yet contem- 
plated. 


Savings as Source of New Capital 
If we are to avoid further 
monetary expansion, therefore, 
we must look to current savings, 
rather than to those already ac- 
cumulated, as the source for new 
capital funds. But here we run 
into other forces that have re- 
sulted from the government’s ef- 
forts to finance itself as pain- 
lessly as possible. I refer, of 
course, to the effects of the pro- 
gressive income tax. The idea of 
setting very high tax rates on 
upper income brackets and low 
rates on small incomes fitted in 
very nicely with the theory that 
we were over-saving and under- 
spending. It also has its political 
appeal and for obvious reasons. 

Today we seem to be over- 
spending, not under-spending, and 
what we need is new capital in- 
vestment to permit production to 
catch up with buying power. 
Much of the investment needed 
today involves the assumption of 
very considerable risks. Yet our 
income tax is so rigged that the 
very people who are in a position 
to assume risks have been put in 
a position where so much of their 
income is taxed away, that it has 
become almost impossible’ for 
them to save anything. Further- 
more, for people in the higher 
brackets, the potential rewards of 
risk-taking have been made soa 
un-attractive by high taxes that it 
is doubtful how much they would 
be willing to risk even if they 
could accumulate current savings. 

To be sure we are still saving 
large sums as a nation. But the 
greater part of these savings are 
flowing into U. S. Savings Bonds 
and into institutions. Ordinarily 
these institutions buy few or no 
equities or risk securities. They 
are usually restricted to senior 
obligations dependent for their 
safety upon junior — securities 
owned by other investors who can 
afford greater risks. 

One does not have to look very 
far to see what is going on. In 
spite of all the dollars in the 
country, there is a growing short- 
age of dollars available for in- 
vestment in the forms which busi- 
ness needs. The first definite 
signs of this shortage appeared a 
year ago September, when the 
stock market broke so sharply. I 
can see no other logical explana- 
tion of that market break and of 
the inability of the market since 
then to rise to anything approach- 
ing the usual relationship to earn- 
ings and dividends. While I can- 
not prove it statistically, it seems 
to me a reasonable thesis that 
curing the past couple of years 
rew issues of common stocks have 
been coming onto the marketplace 
at a faster rate than new equity 
funds have been accumulated. 


Decline in Bonds and Preferred 
Stock Prices 

Within the past few months, we 
have seen the same thing take 
place in the preferred stock mar- 
ket. The supply of new preferred 
issues has exceeded the supply 
of funds available for this type 
of investment, consequently prices 
have dropped and yields have 
risen, in many cases quite dra- 
matically. 

To a lesser degree, but none- 
theless unmistakably, the same 
trend has recently been evident 
municipal 
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bond markets. 
rhone system, for example, is en- 
Zaged in a multi-billion dollar ex- 
pansicn and improvement pro- 
gram. Ordinarily a good part of 
this would have been financed 
with common stocks. Instead, and 
by force of circumstances, it has 
been financed almost entirely 
with straight and _ convertible 
bonds up to a point where insti- 
tutional buyers have Telephone 
bonds coming out of their ears. 
Is it any wonder that their prices 
have fallen and their yields have 
risen? Many other examples could 
be cited. 

We in the life insurance busi- 
ness used to wonder, not so many 
years ago, where we could pos- 
sibly find outlets for our roughly 
$4 billions of annual new invest- 
ment funds. But these $4 billions, 
when loaned to industry, will now 
purchase only about half as many 
machines or build half as many 
new factories as they would pre- 
war. Our $4 billion figure, which 
used to look so formidable, has 
become quite modest when it is 
compared to the requirements of 
industry and real estate—the re- 
quirements, I again stress, which 
under present conditions can be 
financed only by relying very 
heavily on debt instruments and 
to only a minor degree on equity 
capital. 

It seems to me that with the 
continuation of inflation and the 
widening yield spread between 
government and corporate bonds, 
we are confronted with a condi- 
tion which is becoming extra- 
ordinarily interesting and which 
may call for bold decisions. Let 
me summarize it. Official policy 
is still one of protecting the in- 
terest rate on government securi- 





The Bell Tele-| term rates, when contrasted with 


ithe vigor of the inflationary rise 
in prices and wages, have been 
akin to sending a very little boy 
too late on a man’s errand. To 
date these steps have not visibly 
hindered the inflationary march. 
As for the proposals for new leg- 
islation advanced by the Federal 
Reserve, is there need for more 
laws to restrict freedom of action 
before the presently existing and 
iime-tested powers of action have 
been exhausted? 


High Prices Paid for Easy Money 


It seems to me that the time 
has come to reconsider most seri- 
eusly what price we are willing 
to pay for easy money. If the in- 
terest rate on the whole national 
debt were increased by 25%, it 
would add some $114 
the carrying charges, and much of 
this would be recovered in taxes. 
Compared to this figure, just con- 
sider what inflation is costing the 
American people. Expenditures 
for personal consumption are now 
running at the rate of $160 bil- 
lions a year. If the cost of living 
is to rise another 10% next year, 
as sO many predict, this will in- 
crease our living costs by $16 bil- 
lions. But of course, that is not 


is that inflation might cause so 
many dislocations as to make a 
depression inevitable. 


term government bonds were al- 
iowed to go below par, a catas- 
irophe would ensue. It is said that 
government bonds would 





ties, the emphasis having shifted | 


merely from a rigid interest curve 
con all maturities, to the rate on 
long-term issues. This has de- 
prived the Federal Reserve of the 
power to initiate monetary policy 
and has put control in the hands 
ot commercial banks. The result 
is continued inflation of the 
money supply and continued up- 
ward pressure on prices, the cost 
of living and wages. 

Along with, and partly because 
of the general inflation, the needs 
of industry and others for new 


dumped by the billions and that 
the soivency of our institutions 
would be threatened. Gentlemen, 
} do not believe it. If investors 
are tempted to sell some of their 
government bonds in order to buy 
higher yielding corporate bonds, 
I think they will be much less 


billions to} 


‘he worst part—the real danger | 


It is often assumed that if long-| 


be| 


needed to dam off the present in- 
flationary tide. 

There is probably no group of 
people who have more at stake in 
prospective monetary and inter- 
est rate decisions than the 80,000,- 
COO odd people served by you in 
the savings banks and by my as- 
sociates in life insurance. These 


approximately  $70,000,000,000. 
This is more than a great sum of 
money. It represents 
precious money for which these 
people have toiled and sacrificed 
in order to build up some meas- 


and families as free and self-de- 
pendent citizens. 

Savings banks and life insur- 
ance companies are in the business 





ministration, with its 
extension of the deposit guaran- 
tee to the savings and loan asso- 
ciations. The government had 
said, in effect: “The mortgage 
lenders need not fear the loaning 
of money on houses. We (the 
government) will guarantee them 
‘against loss, even on loans in- 
| volving a far higher ratio of loan 
‘to value than had 
| been considered sound.” 


This, then, is the background 


people have entrusted to our care | 


unusually | 


ure of protection for themselves | 


of providing public protection on\lieve that our economy has hit a 


a large scale, as our advertise- 
ments clearly testify. If we are to 
deliver this protection, is it not 
part of our moral responsibility 
not only to make sure at all times 
that we can meet our dollar con- 
tracts, but to do everything in our 
power to see that the dollars we 
pay under these contracts will buy 
as much protection as our cus- 
tomers thought they would. It is 
no easy task, after a world war 
such as we have been through, to 
find the best means of preserving 
the value of the dollar. But the 
goal is worthwhile. That is why 
it should call forth not only our 


| best thinking, and courageous 
thinking, but possibly action es 





| rental 


well. 


Future of Real Estate Lending 


(Continued from page 9) 


insured | over 25,000 new homes have been 
mortgage guarantee, and for the! built in the metropolitan area of 


Chicago in this calendar year. 
Continuing with factors on the 
safe side, it is especially impor- 
tant that the bulk of today’s mort- 
gage lending is in the home 
ownership classification, as con- 
trasting to the multiple-unit 
dwelling. There is defi- 


|nitely less danger of over-build- 


| 


previously | ing 

field 
- | fie 
Two Types of Mortgage Lending |. 


in the home _ construction 
than in the multiple-unit 
Id, especially so, with the judi- 
ious use of Federal controls. 


As has been pointed out, an 


for the situation which prevails! astonishingly high percentage of 


today. 
two general types of 
lending—conventional 


mortgages 


and insured or controlled mort- 
| Sages. 
|tional mortgage, on 


multiple housing, is passing down |an over-expansion of supply. 
proverbial | intelligently used, those controls 
Whereas, the|can bring about a more orderly 
tempted to do so if the prices of| insured mortgages that are being | reduction 


the lane with the 


horse and buggy. 


As I talk to you, there are| urban mortgages are directly or 
mortgage | indirectly guaranteed by the Fed- 


when, 
there 


If and 
incomes decline, 


eral Government. 
consumer 


As I see it, the conven-|are available governmental con- 
single and|trols that can be used to prevent 


If 


in construction than 


governments are allowed to seek| made have passed into what many | Was experienced in the late de- 


their own levels than if they are 
artificially supported above parity. 


The idea that there is something | 
sacred about a price of parity for! 


Treasury 21!%’s is psychologically 
the greatest inducement I can 


i think of for trying to sell before 


capital are increasing. This need | 


for capital is being 
plied in the form of debt instru- 
ments purchased by savings in- 
stitutions, one important reason 
being that the progressive income 
tax falls most heavily on those 


tion to invest in equities, and 
feast heavily on those who cus- 
tomarily spend most of their in- 
come on current expenses and on 
modest savings in banks’ or 
through life insurance. 


Interest Rates on 
Non-Government Debt Rising 


The great demand for new 
capital, in the form of debt, is 
raising interest rates on non-gov- 
ernment securities at a time when 
the yield on governments is 
pegged at a little below 215%. 
Now it is obvious that at some 
point the yield spread between 
government bonds and other se- 
curities may become wide enough 
to cause some investors to sell 
their governments in order to 
purchase other securities. Pre- 
sumably this will drive down the 
price of governments and call for 
official support of the market. At 
some point along the line such 
support could easily entail in- 
flationary credit expansion which 
would further aggravate’ the 
whole monetary situation, pos- 
sibly seriously. 

What should be done to resolve 
the diiemma? What steps might 
be taken to restore some measure 
of credit control to the Federal 
Reserve, where it belongs by law? 
Very slowly, and reluctantly, the 
Federal, with the approval of the 
Treasury, has made some moves. 
But to my mind, at least, the very 
slight changes that have been per- 
initted in the government short- 


largely sup- | 


} 
| 
| 
| 
| 
| 


an alleged disastrous decline be- 
low par takes place. 


Solvency of Banks Not 
Threatened 
Then consider for a moment 
the distribution of Ownership of 
the national debt. The solvency of 
cur commercial banks will not be 


, ; : © | affected if long-term 2!%’s go be- 
ay >») rica ? > « . , : . 
who otherwise would be in a posi-|jow par. Less than 8% of their 








holdings have maturities in ex- 
cess of 10 years. Certainly a de- 
cline would not disturb saving; 
banks or life insurance companies, 


or government agencies. We 
amortize high grade bonds, and 


we bought our governments with 
the idea that we would probably 
hold them until maturity, and not 
with the idea that we would try 
to outsmart the market. 

As for non-marketable issues, I 
seriously question whether many 
owners of Savings Bonds are 
either such timid or speculative 
holders that they would want to 
cash their bonds. If they have so 
little confidence in the financial 
integrity of their government as 
to believe in it only as long as 
interest rates are manipulated, 
we might just as well find it out 
now, when we can stand it, 
wait to some later date which 
might be less propitious. 

I am not advocating that we 
reappraise the social cost of our 
low interest rate policy because I 
want rates to go up. So long as 
the interest rate measures the 
noint where the demand _ for 
money meets the supply, and so 
Jong as neither supply nor de- 
mand is manipulated in order to 
peg rates, I for one am not par- 
ticularly concerned whether in- 
terest rates rise or fall. The 
reason I advocate reappraisal of 
the present rate policy is because 
I believe it is the only way to 
unlock the door and give the 
Federal Reserve access to the tools 


as | 


zones. Conventional loans 
still being made on gpmmercial 


| 
| 


|bulk of today’s mortgage lending 
is being made in the field of the 


|iirsured or controlled mortgage 
|category. The insured mortgage 


is the type of loan which is made 
| without reference to the judgment 
and prudence of the lender; it is 
made according to a_ statutory 
‘formula and under the influences 
and solace of the cevice of the 
| Federal guarantee. 
| There is little doubt that a bulk 
| 


ief today’s mortgage lending, at 
present terms, ratios and rates 


| would not be made by mortgage 
|lenders assuming the full burden 
lof the risks involved. In fact. it 
s doubtful if government econo- 
mists themselves would have 
evolved the present program were 
it not for the philosophy that 
|/ housing must be provided for our 
veterans and citizens at any costs. 


What Is to Be the Future? 


What, then, is to be the future 
of mortgage lending? 

Our present affection for gov- 
ernment guaranteed mortgages 
has not yet been tested. The device 
has thus far been employed only 
in a rising market. As nearly as 
we can see the situation, which 
now prevails, there are significant 
points to be considered for and 
against the safety of mortgages 
being made presentiy. On the 
safe side, we can voint to the fact 


is 


that v.rtually all of the urban 
mortgage debt today is being 
systematically retired on a 


monthly-payment basis. It has 
eliminated the dangers of a total 
debt due date. 

In many instances, these mort- 
gage payments are a lower per- 
centage of today’s gross family 
income than ever before in our 
economy. The rate of urban con- 
'struction in the single-family 
dwelling is still well below the 
'expanded housing demand and 








‘there is every indication that it 
| will be a long time before we are 
with a_ situation 
Yet 


of over- 
it is to be noted that 


| faced 
‘supply. 


>’ 








bankers and lenders call safety | pression. 
are | 


Strangely enough, an additional 
factor on the safe side of mort- 


and industrial properties, but the! gages is the continued operation 
This, too, acts aS| borrower work out his problem 


of rent control. 


brake on new construct:on so 


5 
a 


| e re ° ‘ 
|long as it is in operation. 


| ending, 





On the doubtful side, it can be 
said, that under present long-term 
the borrowers’ monthly 
payments are mostly for interest, 
not so much for amortization, As 
a result, the principal of the loan 
is retired over a long period. For 
example, the real estate research 
corporation, last week, pointed 
out that in the first five vears of 
a 25-year 4% mortzage (20% 
the loan’s term) the borrower 
pays off only 13% of his debt. In 
fact. the borrower must make 62% 
of his monthly payments before 
he has paid off 50% of his loan. 
In the 608 type of mortgage, this 
debt retirement is even slower. 
On a mortgage of this type, bear- 
ing 312% interest, with a matur- 
ity date of 34 years and 6 months, 
the borrower pays only 8% of his 
principal during the first five 
years of its life. 


“Forced Ownership” a Weak Spot 


In of 
today’s mortgage borrowers, we 
cannot overlook the fact that a 
large number of buyers are in the 
forced-ownership class. They re- 
gard their down payment as a 
premium for occupancy and their 
monthly payment as rent. Unless 
the present market endures for a 
sufficient length of time to enable 
these buyers to accumulate a safe 
equity, they are apt to be dis- 
tinctly unstable borrowers. This 
is especially true, since the orig- 
inal equity payment required of 
a mortgage borrower is the iow- 
est in all history. 

Finally, on the doubtful side, 
we must recognize the fact that 
real estate mortgages and build- 
ing construction aiways_ reach 


evaluating the stability 


their respective peaks at the time | and other leading e 
The | 


of highest consumer income. 














of | Federally 





phenomenal high wages and sal-| 
aries prevailing today cannot be} 


viewed as characteristic of a new 
era. There is little reason to be- 


plateau from which it will never 
decline again. It is to be realized 
that we are working on shorter 
margins that ever before, a fact 
which means that even a modest 
decline in real estate values and 
consumer incomes van produce a 
waive of defaults and foreclos- 
ures. 

Dangers of Socialized Housing 

It would seem to me that there 
are several possible developmentg 
depending entirely upon our eco= 
nomic conditions over the months 
and years ahead. With a contin- 
ued high level of business activ- 
ity, the government may be sen= 
sitive and critical of the caution 
and conservatism of the lending 
agencies if these agencies tighten 
mortgage credit, which they now 
appear to be doing, and adopt a 


“go slow policy.” The govern- 
ment, either national, state or 


local, may venture into socialized 
housing, at the taxpayer’s cost, 
under legislation similar to the 
suggested Wagner -Ellender - Taft 
Bill considered by the last two 
sessions of the Congress, or under 
the guise of slum clearance, as 
our state and local authorities are 
now attempting. 

The government may disregard 
the advice of the lending agen- 
cies in another way. There is 
evidence of pressure to force the 
further extension of credit in the 
housing field. Any such forced 
extension of credit may result in 
an increase of the direct or in- 
direct activities of the govern- 
ment in the mortgage lending 
field. This would carry us inte 
unchartered seas and would con- 
stitute a threat to our present 
system of mortgage lending. 

If, on the other hand, trouble 
should occur in the form of a drop 
in consumer purchasing power, 
with a consequent decline in reak 
estate value, the government may 
carry through a program involv- 
ing activities incorporated within 
the original Home Owners Loan 


Corporation enactment. I have 
no doubt that greater leniency 
| and stronger effort to help the 


would be a fundamental philoso- 
phy in the activities of our gov- 
ernment. The end result, how- 
ever, will and must conform to 
the traditional pattern of liquida- 
tion. 


Jn I record 
agencies 


period 


conclusion, may 
the fact that lending 
have enjoyed the longest 
of sustained profitable lending 
activity ever experienced in our 
economy. If. the operation of 
insured credit can be 
rationalized. with the basic eco- 
nomic conditions prevailing from 


time to time in the real estate 
market, all, the borrower ane 
lender alike, and our national 
economy as well, will have 


reaved a worthwhile advantage. 

There is a danger, however, that 
the operation of housing credit, 
operated by the government, may 
become an institutional activity 
motivated by political expediency 
and used without reference te 
economic stability. Such a ven- 
ture might readily carry us inte 
a period during which we will be 
totally divorced from our present 
affection for Federally insure@ 
mortgages. 

Conventional mortgage lending, 
with integrity on the part of the 
borrower, and honesty, prudence 
and intelligence on the part of 
the lender, has, over the century, 
proved itself to be a desirable 
lodgment for money for long-term 
investments. Its temporary pass- 
ing is to be regretted. 


Edw. D. 


(Special to 

ST. LOUIS, MO. — Edward D. 
Jones & Co., 300 North Fourth 
Street, members of the New York 
and St. Louis Stock Exchanges 
xchanges, have 
added Leslie B. Meyer to their 
staff. Mr. Meyer was formerly 
with Dempsey-Tegeler & Co. and 
in the past with the Mississipp# 
Valley Trust Co. 
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Our National Resources and European Relief 


(Continued from page 7) byway resource assets and pub- 


3% in the French. The latter does 
not include the Alsatian potash | 
mines which have reverted to 
France. 

Consumption of the three great | 
plant foods in Germany has been 
cut from more than _ 2,700,000 
metric tons to less than 1,200,000. 
You can readily see why we are 
still compelled to ship millions of 
tons of foodstuffs to Germany 
when three growing seasons have 
elapsed since the war’s end. This 
in spite of the fact that her daily 
calorie allowance of 1,500 is only 
one-half of England’s and less 
than half of our daily consump- 
tion of 3,250. 

In peace-time, with only 47,000,- 
000 inhabitants, Britain imported 
about $3,500,000,000 worth of food 
and feed stuffs yearly. That gives 
a rough yardstick of what may 
confront us if Russian and French 
intransigence continues. In June, 
1947, we exported more than 
3,534,000,000 pounds of foodstuffs. 
No wonder our index number of 
food prices is more than twice as 
high as prewar. 

Failure properly to use the 
three resources of which Germany 
had a surplus, coal, nitrogen, and 
potash, is resulting in a grave mis- 
use of American resources. Despite 
her dire need for coal, more than 
two years have been lost in get- 
ting the Ruhr mines into even | 
inadequate production. Human 
suffering from cold, industrial de- 
crepitude, and waste are the 
results. The aggregate drain of 
foreign relief on the natural re- 
sources of our own country will 
be devastating, despite propa- 
ganda to the contrary. 


| 





n 


uU 


Examples of Exhaustion of 


Resources 

To illustrate the exhaustion of 
natural resources, I have selected 
for discussion a few indispensable 
materials. 

Iron Ore —JIron and steel are | 
the world’s chief strategic mate- | 
rials, and since 1890, for 57 years, | 
we have been the world’s greatest 
producer of them. In fact, we 
produce more than all the rest | 
of the world combined, and in| 
1945 we produced approximately | 
twice as much as Germany, Great 
3ritain, France, Belgium, Poland, 
and Luxembourg combined. In the 
year of our maximum production 
of iron ore (1942) we dug out 
almest 142,000,000 tons of crude | 
ore. In the year of our maximum 
production of steel (1944) we 
made almost 90,000,000 tons as 
well as 63,000,000 tons of pig iron | 
and ferroalloys. To get a true 
perspective on our. prodigious! 
steel production, I remind you 
that in the 36 years between 1863, 
when our statistics begin and 1899. | 
the year of our tenth census, 
United States production was less | 
than 96,000,000 tons. Our rate of 
use since 1939 has been twice as 
fast as the 1920 to 1939 average. | 
Open pit mining has made this | 
possible and cheap, but compe- 
tent observers believe that by 
1980 open pit mining on the Min- | 
nesota Iron Range will be a thing 
of the past. If the present rate 
of steel production continues, ex- 
haustion may take place ten or 
fifteen vears sooner. 

Germany was for many years 
the second largest producer, with 
a prewar maximum of 28,300.000 
tons in 1989; Britain stood third 
with 14,590,000 tons in 1943, and 
France was fourth with a high 
of 9,407,000 tons in 1939, but only 
1,772,000 in 1945. Now France is 
naturally ambitious to succeed to | 
Germany’s former place. 

Russia’s rank in steel manufac- 
ture is unknown, but her produc- 
tion is probably not less than 16,- 
000,000 tons. The Soviet censor- 


'tailed data 


| capacity 


| price 


| deeper 


| worked, 


results. Similar de- 
are not available for 
Russia, China, and Brazil, nor for 
the British Empire, including 
Canada, Australia, and the Union 
of South Africa. 

Fiscal and currency stability are 
not the only conditions that we 
should impose when we make in- 
ternational loans and gifs. Ex- 
change of reliable, up-to-date in- 
ventories of resources and definite 
disclosures as to their develop- 
ment should be accepted factors 
in every international relief and 
commercial loan policy. The 
domestic resources of recipient 
nations should be developed wise- 
ly and used promptly and pru- 
dently to relieve the drain on 
America. 


Minnesota lron Ore — The 
American iron ores of greatest 
value come from my native Min- 
nesota, and are located on the 
Mesabi Iron Range about 150 
miles northwest of Duluth. The 
pioneer work of private indus- 
try and of the U. S. Geological 
Survey and the Minnesota Geo- 
logical and Natural History Sur- 
vey led to the beginning of pro- 
duction in 1892. (Ten years 
later I was myself an employee 
of the Minnesota Survey in its 
botanical division, and last year 
it was my privilege to create a 
15-year research fellowship at 
the State University in honor of 
Prof, Conway MacMillan, the de- 
ceased director of that division.) 
The Mesabi Range has been our 
greatest single source of the raw 
material from which steel is fab- 
ricated. It is probably not an 
overstatement to say that both 
world wars were fought with 
Minnesota iron ore. 

The distance from the Mesabi 
| Range to Pittsburgh is about 1,000 
| miles, 832 of them by water. At 


lished the 


| : z 4 
present the freight on a ton of |made the 
|ore from the Iron Range to Pitts- | general way from Pittsburgh and 


burgh is $3.50: it 
Gary, Cleveland 
Over 60% 


is only $2 to 
and Buffalo. 


is located within 200 
miles of the Great Lakes. When 
the cheap water transportation of 
the lakes can no longer be used 
advantageously, profound changes 
must occur. 

Last week the steel industry 
was attacked in an anti-trust ac- 
tion, because, among other things, 
Ss were increased after coal 
wages were raised. The Federal 
Trade Commission insists that 
this action was a sign of collusion 
and conspiracy. It 
sizes the fact that the increase 
Was put into effect in the face of 
the President’s request to wait 


, until the industry could tell what 


increase would be necessary. As 


|if a steel producer could not tell 


what a given increase in the cost 
of coal would add, at least as a 


|minimum, to the cost of produc- 


ing a ton of steel! 


The sad fact is that there is a 
cause of price elevation 
than wage increases in the coal 
and steel industries. Minnesota 
iron ore is running out. It is es- 
timated that the original 2,500,- 
000,000 tons of Mesabi ore have 
been depleted by 60%. The high 
grades are practically exhausted 
and the good grades are becoming 
scarce, When they are played out 
recourse must be had to taconite 
which has such a low iron con- 
tent that it is almost a euphem- 
ism to call it an ore. Taconite is 
really an iron-containing soil. In 
the future it will have to be 
not in Pennsylvania, 
Ohio, Illinois, and Indiana where 
high grade Minnesota ores now 
go for conversion, but almost in 
situ in the northern woods of 
Minnesota. You can’t afford to 
transport such low grade mate- 





ship insures that only general, 
limited, or deliberately ambiguous | 
information is released. 

For many decades our Federal | 
and State Governments have 
made extensive surveys of their 


rial great distances. A new steel 
industry will have to be built up, 
and in addition it will be neces- 
sary to import ores from Brazil, 
Venezuela, Chile, Labrador, Mex- 
ico, and other countries. In the 


of our metal-working | 


also emnpha- | 


long run the Pittsburgh and 
Gary regions will give way to 
a new steel industry adjacent to 
‘the raw material in Minnesota and 
on the ocean and gulf coasts, par- 
ticularly the Atlantic. These 
changes will necessitate expen- 
diture of many hundreds of mil- 
lions of dollars. 

Our dependence for iron ore 
upon other nations will have un- 
known but profound political im- 
plications, particularly in Latin 
America. At home the ultimate 
shifts in industrial population and 
earning power will have serious 
and in fact almost revolutionary 
effects. Think of the present lo- 
cation of the steel-using indus- 
tries—automobile, farm  imple- 
ment, railroad and_ electrical 
equipment, etec—and you will 
realize the impending change in 
the geography of industry. While 
this change is inevitable, careful 
use of our present reserves would 
do much to make the transition 
less painful. Those interested in 
further details should read a sig- 
nificant article by Prof. Marvin 
Barloon of Western Reserve Uni- 
versity, Cleveland, in the August, 
i947, issue of “Harper’s Maga- 
zine.” 

Coal—American coal, iron ore, 
and farm products were the de- 
cisive materials in winning both 
world wars. Let no one persuade 
vou to the contrary. 

Fortunately for America and 
those nations that would like to 
achieve democratic futures, our 
coal measures are able to meet 
every demand except during 
strikes. Compared with iron ore, 
they are inexhaustible, but we are 
|lrapidly depleting our high grade 
coking coals, the reserves of 
‘which are none to plentiful. The 
| convenient ocation. of our coal, 
jand the ease with which Mesabi 
}iron ore can be brought in, have 
‘ea extending in a 





|Buffalo to Chicago and St. Louis 
ithe Ruhr of America. 

This discussion 
|}iminous cual. Our anthracite de- 
posits are not large, and are es- 
itimated to last about 150 years. 

In the past the United States 
produced nearly one-third of the 
world’s coal: Germany, 
and France another one-third, and 
ithe rest of the world the re- 
mainder. 
not continue indefinitely as Rus- 


Australia will 
increase their 


South Africa, and 
ino doubt greatly 
future production. 

From 1938 to 1941 Germany’s 
yearly average production was 
503,000,000 short tons, while ours 
was 480,000,000 tons. This year 
i\Germany is expected to produce 
about 230,000,000 tons which is in- 
sufficient for her needs but which 
must be shared with about a dozen 
other European countries. This 
state of affairs necessitates im- 
ports from the United States if 
additional hundreds of thousands 
of people are not to die of expo- 
sure and disease this winter. 

In the “big three” producer na- 
tions, only American mines are 
operating effectively. Great Bri- 
tain’s production has fallen con- 
sistently from 269,000,000 tons in 
1937 to 193,000,000 in 1945. As a 
result we are presently shipping 
coal to Great Britain also. 

In 1945 six States produced 482,- 
000,000 tons of our total of 631,- 
000,000 tons. These States, in order 
of tonnage, are West Virginia, 
Pennsylvania, Illinois, Kentucky, 
Ohio, and Indiana. All the other 
States combined account for the 
remainder of about 150,000,000 
tons. Alabama and Virginia con- 
tributed nearly 37,000,000, and 
Wyoming, Colorado, and Utah 
more than 24,000,000. In 1945, the 
11 States named above also con- 
tributed about one-fourth of the 
total value of American farm 
products. If Missouri and lowa 
were included, as they too are 





relates to bitu-} 


Britain, | 


These proportions will: 


sia. China, Poland, Belgium, India, ! 


considerable coal producers, the 
value would be raised to one- 
third. Lucas, in Iowa’s coal sec- 
tion, is the birthplace of John L. 


United Mine Workers. 

While we appear to have almost 
limitless reserves of coal, the top 
qualities are being mined at 
tremendous rate. From 1937 to 
1945 total production was 
than five billion tons. Further- 
more, as our petroleum supplies 
become exhausted, huge quanti- 
ties of coal will no doubt be 
hydrogenated in making synthetic 
fuels and other materials. It is in- 
excusable to have planned _ so 
badly and to have made_ such 
destructive agreements with other 
nations as to necessitate serious 
depletion of our supplies of solid 
fuel, and the additional misuse 
of ocean transport in carrying 
“coals to Newcastle. 

Petroleum — Petroleum is, of 
course, absolutely indispensable in 
peace times, and the last war 
could not have been won as read- 
ily without it. Ignoring all other 
uses, the world’s 47,000,000 pas- 
senger cars set the measure of 
need for liquid fuel. More than 
27,000,000 of these cars are in the 
United States. With about 1/17 
of the world’s population, we have 
about two-thirds of its motor 


” 


tractors. Near the end of the war, 
General James Doolittle’s 8th Air 
Force used nearly 85,000,000 gal- 
lons of aviation gasoline in one 
month (March, 1945), averaging 
zlmost 5,000,900 gallons a day. 

The first oil well in the world 

was put into operation at Titus- 
ville, Pennsylvania, Aug. 28, 1859. 
This was three months before 
John Brown, whose body lies 
buried just outside ovr village of 
Lake Placid, was executed for in- 
iciting a slave revolt at 
Ferry, Virginia. In 1920, 61 years 
later, U. S. production wes about 
443,000,000 and world production 
was about 689,000,000 barrels of 42 
gallons each. Now, 88 years later, 
iu. S. 
,0600,000 barrels a year, 
fconsumption is approxin 
1750,900,000. Reserves outside 
| United States are estimated at 
jabout 45,000,066,000 berrels. Our 
fproven reserves are at present 
‘estimated to be less than 20,000,- 
(000,600 barrels, and the rate of 
discovery of new oil fields 
slowed down markedly. 

You can what confronts us 
as we have more than 35,000,000 
ijgasoline-consuming vehicles in 
juse. Remember, too, the growing 
{millions of hornes and other build- 
jings that are being heated with 
oil burners. 





and world 
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the 
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evitable that soon we shall be 
driven at great!y enhanced costs 
to the extraction of oil from low 
grade shales, located chiefly in the 
Colorado area, and to the German 
expedient of synthetic gasoline 
from coal and lignite. At present 
shales must be mined like coal, 
and in pilot plants they yield only 
29 gallons of oil per ton of shale. 
In 1945 our automobiles and 
trucks consumed 22,000,000,000 
gallons of gasoline. It would take 
more than 750.000,000 tons of shale 
to produce that supply. After a 
while too, the shales may play out. 

Clearly, our present prodigal 
and increasing rate of consump- 
tion should be abated. Here is a 
great opportunity for an educa- 
tional effort in practical conserva- 
tion. Everybody is opposed to high 
prices for gasoline, but I frequent- 
ly think that only higf. prices will 
ever reduce use and curb waste 
to the future advantage of the 
nation. 


Potash — Iron ore, coal, and 
petroleum include a large frac- 
tion of our economic life. Many 


lesser minerals are also vital. 
Potash is an example. Its agri- 
cultural significance has already 
been mentioned. Normal crop 
production can not be maintained 
without it. 





Lewis, the famous leader of the | 


a | 


| 
more | 


vehicles—automobiles, trucks, and | 


Harpers ' 


erosion, 


consumption is about 1,750,- | 


With the dizzy rate | 
at which we consume, it seems in- | 


The potash industry originated 

Stassfurt, Germany. In 1851, 
‘the Germans were looking for 
‘cooking salt and found bitter 
potash salts. Shortly thereafter, 
ithe distinguished German agri- 
‘cultural chemist, Justus von Lie- 
big, discovered that the Stassfurt 
salts were a valuable plant food. 
\In 1861, regular mining of potash 
minerals began, and_ increased 
consistently until 1938, the last 
vear for which complete statistics 
are available. World production 
was then 3,702,000 short tons, of 
which Germany supplied 2,403,- 
000, roughly 60%, expressed in 
terms of pure potash (K°O). 

In 1870, the first potash was 
brought to America, and from 
then until 1914 all of our supply 
came from Germany. In 1880, we 
‘imported about 20,000 tons; in 
11910, 270,000. World War I com- 
|pletely cut off our supplies, but 
‘by 1930 our imports reached 310,- 
/000 tons. 

In 1915, we began to produce in 
a small way, about 1,000 tons. In 
1930, we produced 45,000 tons; in 
1940, 340,000, and reduced our im- 
‘ports to 70,000 tons. In the ferti- 
‘lizer year June, 1946, to May, 
1947, the American industry de- 
\livered 976,000 tons, a peak at- 
‘tained in 12 successive yearly in- 
creases. 
| American production comes 
'from two great sources: the potash 
imines of New Mexico, and the 
\“eracking” of the brines of pre- 
historic Lake Searles in California. 
Evaporation of the waters of 
Great Salt Lake also provides a 
worth while supplement. At the 
current rate of use, our modest 
knowu reserves can be counted on 
for about 100 years. But remem- 
ber a point I made les; emphati- 
cally earlier in this address: We 
are restoring the fertilizers to our 
topsoils less than 1/10 of the 
amount of potash removed yearly 
by crovs, and than 1/20 of 
the total amount removed when 
oxidation, and leaching 
losses are added to crop removals. 

Unless the rate 
our potash deposits is 
national policy 
to call for 
the German 
tion of a reasonable 
vearly Thus 
would dolla 


to 


‘in 





less 


o! ad 


iscovery ol 
speeded up, 
would seem 
restoration of 
and importa- 
portion of our 
Germany 
exchange 


wise 
prompt 
mImmMes 


needs. 
vet 
ior 


some 
pay food. 

Soil Resources—T! rt of agri- 
culture, even from its crudest be- 
Pinning has existed only about 
7,000 years so far as we know. In 
this relatively short period what 
has man not wrought in the way 
lof soil destruction? During the 
‘years of Rome’s glory, according 


<4 


», 


ito some rather savage criticism by 
von Liebig, that metropolis of the 
ancient world engulfed in the 
course of a few centuries the 
whole prosperity of the Roman 
;peasants. Thus, it devoured the 
\ealth of Sicily, Sardinia, and the 
fertile lamds in northern Africa. 
‘Nowadays we think of North 
Africa only as a desert. As a mat- 
ter of history, however, the pres- 
ent site of the Sahara Desert was 
formerly forested and well popu- 
lated. 

Dr. Hugh H. Bennett, our great- 
est authority on soil conservation, 
in an address at the Princeton 
University Bicentenary in Octo- 
ber, 1946, said: 

“Productive land is the only na- 
tural resource without which we 
can not live.” 


This is not an overstatement as 
all our food, nearly all our cloth- 
ing, most of our shelter, and all of 
'our over-size newspapers are ob- 
tained from the soil. Only close 
students of soil conservation real- 
ize that of the world’s 32,861,000,- 
000 acres of land only 4,000,000,- 
000 acres or % are immediately 
arable. Some of it, of course, is 
of poor quality. With a world pop- 
ulation of more than 2,200,000,000, 
this means less than two acres per 
person. Students of agricultural 
| production and nutrition usually 
| estimate that on the average 2%% 
to 3 acres of fairly productive land 
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are .needed properly to support|calls the eroded hills of China the | matter what form of government! and chip in to put Asia on her] be answered in several ways. One 
each human being. “man-killed hills.” The depletion | prevails in a country, the neces-| feet. In the past five years we|of them is to cite the experience 


We have approximately 1,000,- 
000,000 acres within our farm 
boundaries. About 460,000,000 
acres are good tillable land, and 
approximately 350,000,000 acres 
are actually tilled. We can make 
an enlightening comparison with 
Japan, which has 14,000,000 acres 
of tilled land and 75,000,000 peo- 


nation. 


Why Are Natural Resources 
So Important? 


ple, about half as many as we. fpecause a on ~~: anal 
’ > © ne) € "JQ 7 > Sh > 
After careful study, Dr. Bennett | tent, and use largely determine 


estimates that 50,000,000 acres of 
our original soil patrimony have 
already been completely ruined; 
20,000,000 more are seriously dam- 
aged, and approximately 50,000,- 
000 more have suffered definite 
decrease in soil fertility. Accord- 
ing to Bennett, “We have ruined 
more good land in less time than 
any other nation in recorded his- 
tory,’ This destruction has been 
due largely to ignorance and fail- 
ure to observe proper soil con- 
servation practices. 

It is estimated that destructive 
forces over which man has only 
limited control—erosion, leaching, 
oxidation, and the like—remove '! 
annually about 8,500,000 tons of | 
nitrogen, 2.980,000 of phosphorus, | 


significance of 
ples. 
civilization. 


als or adequate 





is the inevitable and incurable re- 
[sult of millions or billions of years 
of geological evolution. Despite 
the earnest efforts of some Amer- 
ican and British leaders, the prob- 


get : ; lem of equitable access to raw 
and 35,330,000 of potassium from! j,aterials yoo ignored at Ver- 
American soils. Harvested crops|cailles and contributed to the 


and grazed pastures account for ie : 

; gi: ultimate breakdown of the Treaty. 
further removals of 7,600,000 tons | France particularly insisted po 
of nitrogen (N), 2,750,000 tons of | politic: -onsiderati a e 
phosphorus (P205), and 8.320.000 I olitical considerations and ob 


; jected effectively to economic 
tons of potassium (K2O), These | Solutions. y 
totals are appropriately gone fl iets doe abel th aie t 
down in the following table which pid ne ied World War I pol, 


is adapted from the U.S.D.A. Year- 
book of Agriculture, 1938, using 
data from the National Resources 
Board. The estimates are based 
on a considered area of 365,000,000 
acres ol harvested crops, and| 
1,000,000,000 acres of pasture and 
wooded grazing land. 

The annual losses of the three 
major plant foods due to all fac- 


|versies of growing intensity have 
‘developed from the unequal dis- 
| tribution of resources. 
ithe contention was made that the 
“have-not’ countries could buy 
their raw materials from the 
“haves” in the open markets of 
the world. This is gravely nega- 
tived by the present experience 
of Britain. She claims that she is 





tors are 65,480,000 tons. In addi-| going broke ever when we pro- 
tion huge amounts of calcium,|vide billions of dollars to bolster | 
magnesium, and sulphur are lost,'up her weakening economy. May 
as are large amounts of many.] add parenthetically that her 
lesser elements. present almost revolutionary ad- 

The late Dr. J. G. Lipman of herence to Socialistic doctrines 


New Jersey, a distinguished soil 
scientist, estimated about 1936 that 
chemical fertilizers and natural 
manures restored only about 2.- 
900,000 tons of nitrogen, 1,100,000 
tons of phosphorus, and 2,300,000 
tons of potassium. Lipman also 
pointed out that our loss of soil 
organic matter was nothing short 
of stupendous, totaling much more 
than 100,000,600 tons yearly. 

147,000 


An announcement by the De- 
pertment of Agriculture sets a/too small to support them 
goal of more than 71,000,000 acres ;properly balanced 
(later raised to more than 75,000,-|and industrial economy. 
000) of wheat for 1948. A large ;more, her 
part of the “dust bowls” of the) brings about an international im- 
Great Plains was superimposed on 
73,000,000 acres seeded to wheat 
in 1919 to save the starving people 
of the world and especially 
BMurope. Now we are asked to ex- 
port in one year more wheat than 
the whole crop of 526,000,000 
bushels produced in 1984 when 
the dust bowls were really going 
strong. If such problems are not 
handled wisely, more damage may 


settle down to consistent work 
may be greater factors in her 
crisis than the ‘dollar famine.” 
The British Labor Government 
seems to think that the compul- 
sory sharing of wealth rather than 
igreater productivity will solve 
(their country’s grave crisis. This 
belief could’ ultimately 
fatal. The United Kingdom 





has 


in a 


Further- 


| dustrial goods. If she and other 
industrial countries continue to 
'monopolize the world’s manufac- 
| turing, it is hard to see how peace 
‘ean be preserved in the long run. 
‘hat is why recently we have been 
ihearing talk of “dispersal” of 106,- 
060,000 to 20,000,000 of her people. 
| With free access to raw materials 
j(hrouch her colonies, of which she 


of 


be dore to our:soils in one year ;still has far more than any other 
than the splendid work of Dr.ination, and with world markets 
Bennctt end his soil conservation |jopen to her products, true “aus- 
associates can cure in a quarter of iteritv” with democratic social 
a century Not only heart but! justice and a minimum of commu- 
head, and not only sympathy but ‘nistic or socialistic experimenta- 
sound jucgment are essential in/tion should make _ possible the 


| restoration of reasonable balance 
in the British economy. 


Fundamentally, resources 


this crisis. 

Consider China which has more 
than 4,000,000 square miles of ter- 
ritory and about 450,000,000 in-' weigh democracy, fascism, com- 
habitants. Stuart Chase in his munism, or any other form of 
book “Rich Land, Poor Land”, political or economic ideology. No 


out- 


Estimated Annual Losses of Primary Plant Foods 
From the Soiis of the United States 
(Short tons) 





of our soils is a challenge to our 
If left unsolved, it will in 
time mean national economic de- 
| cadence similar to that which now 
‘curses a very large part of China. 


Natural resources are important 


the degree of significance or in- 
nations and peo- 
Given desirable human and 
cultural resources, they determine 
stendards of living and levels of 


Possession or control of miner- 
access to them 
means the power to control indus- 
trial production during peace and 
production of means of transpor- 
tation by land, sea, and air, and of 


guns, ships and all other forms of 
military materiel during war. 


Uneven distribution of resources 


For years | 


and the failure of her people to | 


prove | 
000 peonle living in an area: 
agricultural | 


'&@ man with a taxable income of 


over-industrialization | 
‘ spendable 


'balance in the production of in- | 


| auestion. 


liars of investment 





N P205 K20 

Losses through: 
Crops (harvesied areas)_ 4.600.600 1,600,000 3,860,000 
Grazing (pastures) - 3,000,000 1,150,000 4,460,000 
Leaching (Harvested areas) 4,900,000 7,950,000 
Erosion (harvested areas) ___ 2,500,000 2,060,000 18,100,000 
Leaching (pastures) _____ i 1.000,000 2,050,000 
Erosion (pastures) —____- oe 1,000,600 920,000 7,230,000 

iit ee er. is aI aN 16,100,000 5,730,000 43,650,000 


| business and earnings is good, and 
;even when stock prices are low in 


sities of life must be available to 
an adequate extent. You can live 
neither on ideology nor brotherly 


love, important as both are. You 
must have food, clothes, and 
shelter. But the mere possession 


of rich natural resources does not 
insure national greatness. 
sources should be used wisely, not 
misused, abused, or wasted during 
|peace times or over-exploited 
iduring wars. 

Up to now 3,000 miles of ocean 
on our east and 6,000 on our west 
have saved us from the severe 
punishment that at some future 
time may teach us the sad lesson 
of what insufficient or used-up 
| resources can mean. It is a fair 
question to ask how long we can 
safely continue to accede to the 
demand that we _ resuscitate 
Europe, develop Latin America, 








that outlook has been discounted. 
No matter how disinal the pros- 
pect, the stock market may rise if 
that prospect already has been 
taken into account by sufficient 
(decline in the price of stocks. 
_dudged by standards of the last 20 
years, the stock market currently 
is low in relation to earnings and 
assets. On the basis of estimated 
earnings for 1947, the Dow-Jones 
industrial average is as low as it 
/has been at any time in more than 
two decades. If that average 
were to sell as high in relation to 
book values as it did in 1937 it 
would have to go almost to 300. 
Book values doubtless are more 
conservative now than in 1937. 
Replacement costs are higher and 
a large amount of piant was writ- 





ten off entirely by means of 
jaccelerated amortization during 
ithe war. The book value test is 


| Particularly important to those 
who fear being swept off their 
|feet by boomtime earnings. Dow 
;used to sav that. “The true test 
;of over-cavitalization is whether 
the property can be duplicated 
'for less money.” 

(4) Even when the outlook for 


relation to earnines and assets 
the prudent investor must. still 
ask himself whether other in- 
vestments, notably bonds, mav not 


be more attractive. For instance 


$200,000 a year would get as much 
income from a_ top- 
grade. reasonablv short-term mu- 
nicipal bond selling to vield 114% 
as he would from a stock selling 
tn vield 11%. Under current con- 
ditions he might still prefer mu- 
nicipals. unless he tock into ac- 
count the rapid decline in the 
purchasing power of his nrincinval 
For the gereral run of 
however, when the earnings vield 
on a representative list of com- 
mon stocks amounts to more than 





investors 


three times the interest yield 
available cn highest grade cor- 
norate bonds, as at vresent. there 


is no question but that gcntlemen 
prefer equities. 

(5) That brings us to a fifth 
which is the sunnly of 
risk capital relative to the dem*nd 
for it. There are billions of dol- 
money in this 
country which will not go into 
common stocks under any condi- 


tions. Legal trusts and life in- 
surance companies in New York 
State, for instance, are not al- 


lowed to buy common stocks no 
matter how cheap thev are. Ex- 
perience of recent years suggests 
that the supply of money that will 
go into the stock market under 
any conditions is much more 
sharply delimited than is com- 
monly supposed. If that is so, 
anything that tended to reduce 
the supply of risk capital and in- 
crease the demand for it would 





Re- | 


|activity and corporate earnings. 


'tion of European-held American 
stocks may be obviated by the 
adoption of the Marshall Plan. 


have provided China alone with 
more than $3,500,000,000 in money 
and goods. 


Despite cuts here and abbrevia- 
five 


tions there, an hour and 
minutes of the hour assigned for 
imy talk have elapsed. In the cir- 
cumstances nothing can be said 
about many other natural re- 
source problems, such as use and 
misuse of forest resources, wast- 
|age of natural gas, destruction of 
fresh water and marine fisheries 
(including the whale population 
of the oceans), losses due to fail- 
{ure to control plant and animal 
|diseases and insect pests, destruc- 
\tion of life and property by fire, 
jand last but by no means least 
| the waste of manpower because of 
| strikes, enforced idleness, feather- 
|bedding, and accidental deaths 
‘and injuries. 


The Dow Theory Not a ‘Gadget’ 
To Be Followed Blindly 


(Continued from page 3) 


tend to depress stock prices re- 
zardless of the business and 
earnings outlook, asset values or 
bond yields. Perhaps there is 
an explanation of the fact that at 
a time when stocks in the Dow- 
Jones industrial average are earn- 
ing about as much as they did in 
1929, their best year, their earn- 
ings are valued lower relative to 
bond yields than they were in 
1932, their worst year. Steadily 
rising personal income taxes since 
1932 have tended to inhibit the 
creation of new risk capital on 
the part of those theretofore able 
and willing to take the chances 
involved in common stock owner- 
ship. That brake on risk capital 
formation was aggravated last 





augmented 
boirowing on 


formerly had 
risk capital by 


of the late 1920’s when the yield 
ion highest grade corporate bonds 
began to rise in May cf 1928, 
while stock prices continued to 
,; advance for 15 months therea‘ter. 
In all, the industriai average rose 
more than 180 points after bond 
prices began to decline. This tive 
stock prices turned down a vear 
ahead of the upturn in inierest 
rates. 

A second answer is that the 
rental value of money is low~red 
or raised just like the rental value 
of anything else—by increas ng 
or decreasing the supply of meney 


relative to the demand fe~ it. 
Federal Government deficit fi- 
nancing and vast purchases of 
gold from abroad greatly in- 


creased the supply of money in 
the vears from 1933 on through 
the war. An unsvmpathetic Ad- 
ministration attitude toward busi- 
big business, 


ness, particularly 

based in part on the matured 
economy hokum, tended to check 
the demand for money in the 


early years of the New Deal and 
when the war came the demand 
for money was held in check by 
rationing, price-fixing, curbs on 
instalment financing and by the 
fact that family unit incomcs ex- 
panded to new highs at a time 
when spending was limited by 
shortages of civilian goods. Re- 
moval of those various curbs on 
the demand for money would tend 
to harden interest rates, thus de- 
pressing high grade bonds and 
preferred stocks. even if the sup- 
ply of money still were being 'n- 
creased, which it is not. But the 
removal of those various curbs is 








bullish. not bearish, on business, 
and interest rates could firm up 
;much more than they have before 
ithe cost of borrowing could be re- 
| garded as a brake on business. 

All of the foregoing considera- 
tions are long-term. Some of them 


year by imposition of 100% mar-|are “iffy,” and none of them could 
gins, which meant that those who| be depended on to prevent a re- 
the'r/ turn trip by the averages to their 
it |October, 1946-May, 1947, lows. For 


had to fall back on their wholly | evidence as to the probable short- 


owned assets. 
take out of the market many hun- 


The result was to! term trend of prices we must turn 


to finer. more technical and less 


dreds of millions of dollars that | dependable indicators. 


formerly had been actually or 
potentially available for the puir- 
chase of stocks. ‘Thus was the 
supply of risk capital curbed. 


On the demand side three in- 
fluences have been’ important. 
Rising death taxes have forced a 
substantial part of the stock hold- 
ings of deceased weaithy investors 
into the market. Europe has been 


4 necess:tous seller of American 
stocks on balance since the war 
began. Expanding bLusiness and 


rising costs have created new de- 
mands for capital on the part of 
industry. Thus was the demand 
for risk capital increased. 

tenden- 


Reversal of those two 





bullish 
market- 


be extremely 
even ojifset. 
decline in 


cies would 
and might 
wise, some 


Chances for some reduction in| 
personal income taxes next year! 
look good. Easing of margin re-| 
quirements is more doubtful, Pro-| 
nosed extension of the time for 


settling estate taxes would lighten 
the pressure on the market from 
that source. Necessitous liquida- | 


On balance chances seem to favor 
an improvement in the relation- 
ship between the supply of risk 
capital and the demand for it in 
1948. 

Russia could upset all of those 
calculations, but true conserva- 
tism requires emphasizing the 
probable and minimizing the pos- 
sible, even if it means losing con- 
siderable dramatic effect. Cer- 


business | V“% 
| rails 
leadvance 





tainly, recent elections in Europe 
have not advanced the Commu-} 
nist cause. 

The question whether stock 
prices can rise while interest 
rates are rising, nc matter how 
great the disparity between earn- 





ings yields and interest rates, can 


Volume since the Mav lows has 
shown a clearly defined tendency 
to increase on advances and to dry 
up on declines. That tendency 
continues up to the moment, and 
is definitely bullish. 

Failure of the averages to top 
their July highs in October would 
become a significant bearish indi- 
cator only if both averages should 
decline below their Sept. 9 lows 
of 174.02 for the industrials and 
46.91 for the rails. Up to now the 
setback from the October peaks is 
no greater than the reactions 
which from time to time “correct” 
the best of bull markets. It would 
be particulariy encouraging, on a 
chort-term basis, if the industrial 


laverege, after holding above its 
Oct. 30 low of 179.93 while the 
sagged to new lows, could 


ehove its Nov. 5 high of 
on increased volume of 
Pending confirmation of 


eX ny 
183.57 


trading. 


the primary uptrend every test 
of this sort is critical, 

Waiting for good or bad news 
sometimes seems harder on the 
nerves than receiving the had. 


[wo thoughts may help. The first 
is that, from here, the flcor under 
prices looks a good deal nearer 
and stronger than the ceiling cver 
them. The bea*s seem to be risk- 
ing more than the bulls, and t» be 
paying more for the privil-ge. 
Things would have to get quite a 
lot worse merely to justify pres- 
ent stock prices in many instances, 
let alone lower levels. The second 
is that 13 of the 30 stocks in the 
Dow-Jones industrial average al- 
ready have established bull mar- 
ket trends of their own by ad- 
vancing subsequent to their May 
lows above their February highs. 
Three of them (all oils) already 
have sold above their 1946 highs. 

Wall Street has been fighting its 
own “cold war.’ There too the 
bears seem to be slipping. 
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28 (1968) 
|and drafting the actual revenue | sions that seem unreasonable and, 
The Federa a >, 4 ut oo | bill is a Staggering one. The Com-|at any rate, are very hard to live 
/mittee and the staff has done val-| with. Why should a foreclosing 
(Continued from page 4) climate in the interests both of tall able-bodied citizens may be) i@nt work to accomplish it. mortgagee be taxable upon inter- 
sitet shares the natural human | satisfactory production and of} called upon to fight to support! Last June, Chairman Knutson,| est he didn’t receive, merely be- 
Se: - ; 1 : .| satisfactory Treasury receipts. | and maintain our government in|Congressman Doughton, senior|Ccause he bid the amount of prin- 


cesire to make his bureau bigger 
and better. to improve his staff, | 
to advance into new fields. There- 
fore, he just must have more 
money. We al! witnessed a dem- 
onstration last spring of the in-| 
tense unwillingness of the Federal 
bureaucracy to cut expenditures, 
o} 
can so readily be 
against any cuts. We 
fore, very fortunate in having 
vigilant congressional appropri- 
aticn: committees, well-staffed to 
search out and to find the 
spots in departmental budgets. 
As citizens and as_ professional 
guardians of the profit and loss 
statement, we owe the country the 
duty of assisting intelligent 
Supervision of the budget in every 
way we can, and of supporting 
efforts to bring it under coatrol. 


We need not 


are, 


despair of the 
practicality of cutting the total 
of expenditures. We need a 
strong? army and navy, 
and we want vigorous and effec- 
tive government 
Exverts tell us that we can have 
then within a $20 to $25 billion 
budget. Therefore, let us strive! 
to that end, for 
it crushing tax burdens can 
eliminated. On the other hand, | 
if we cannot get our expendi- 

ture; under real control, the | 
prospect for tax reduction, for! 
a continuation of present busi-| ° 
ress activity, for economic | 
herith here and abroad, is not| 
bright. Finally, one way to get} 
expenditures down is to reduce 
fyes so that the money is not 
there asking to be spent. 


| 
| 
| 


b 


xX 





I 


Three items — debt 
tex reduction, and expenditures 
abroad offer the major com- 
peting claims to any excess of 
federal receipts over expendi- 
tures. My premise is that a 
budgetary surplus’ should be! 
divided among the three: that | 
the excess of receipts should not | 
be devoted solely to one or even! 
two of the three. | 


| 
| 
| 
| 


Humanitarian motives com-!| 
bive with good judgment in| 
favor of heip to European coun-| 
fries which will do their best 
to help themselves. We cer- 
tainty do not wish to play Santa 
Claus to the world, but we do 
want to preserve, if we can, a| 
democratic civilization in which) 
we may hope to live at peace. |, 
if wideps! read starvation in Eu-| 


reduction, 


rope is to be avoided and if its! 
eccnomy is to be revived and} 
res‘ored, aid from us appears to} 


be essential. With the best will | 
in the world, Europe cannot re-| 
store itself to physical and eco-| 
nomic health. 

We certainly 
domestic problems to consider 
as well as the world’s. We are 
cne of the few remaining coun- 
tries in which a free private 
enferprise system persists. Our| 
comestic health, as well as our| 
aid to foreign countries, depends | 
entively upon the vigor and vi-| 
tality of that productive sv 
tem. We must continue to pro-| 
duce and produce mightily, for 
it is goods and not merely dol- 
lars that are in great demand’! 
today. 

Since taxes 
a brake upon 


| 


have our own 


| 


s- | 


| 
always operate as} 


the economy, and| 
mur individual taxes remain at/| 
zlmo-t the war peak, it is es-| 
pecially necessary both to re-| 
duce the overall tax burden. 
and to remove the tax injustices | 


the propagandist appeals that | 
developed | 
there- | 


soft | 


departments. | 


if we can attain | PTOPO 
be | 


lus would 


| revenue revision is badly 


| lars 


| they 


the debt ought to be | 

a few billions. We| 
ought not, I think, to devote ex- 
lecess revenues merely to debt 
reduction, and to refuse to re- 
duce individual income taxes at 
all. Paying down the debt alone 
| will not remove any brakes on 
the economy. It will not 
men to produce more, nor will | 
it increase anyone’s incentives. 
| Moreover, the past, we have}! 
|found that an intelligent reduc- 
tion of tax rates may result 
more revenue than the previous 
high rates did. It is quite likely 
that the same result would be 
produced today. We will have 
the revenue to pay off enough 
of the Gebt to demonstrate that 
we regard the debt as a real 
obligation which we mean to 
discharge; and also to give all 
sorts and conditions of working 
men the incentive of more pay 
'to take home after taxes. 


Finally, 
paid down 


in 





certainly; | 


| IL 
If you have followed me thus 
| ie, you can join with me in 
filling in the details of my tax 
sals for the Federal Govern- 
ment. Whether or not a tax pro- 
gram of any kind, or such a tax 
program as you and I regard as 
wise, can be put through in 
Presidential election vear, is a 
nice question. Certainly none of 
choose such a year as 
| the best time for calm considera- 
tion of individual income tax rates 
and exemptions, nor of technical 
amendments. Nevertheless, there 
clearly a strong will in Con- 


is 


gress to do the job in 1948. Since | 


needed, 
| vou and I ought to do what we 
can as citizens to bring it about. 
| It is likely that there will be 
|two revenue bills in 1948, one 
| dealing primarily with rates and 
exemptions; one primarily with 
amendments to the tax structure 
to remove injustices and restric- 
| tions upon the proper functioning 
of our economy. Probably tax 
reduction will largely be limited 
to the individual income tax, plus 
perhaps some of the excises. The 
corporation will only benefit from 
the adjustments to the tax struc- 
ture. Such a program is justified 
because corporations have had a 
major tax reduction since the war 
the repeal of the excess profits 
tax, and individuals have not. The 
tax reduction bill will, of course, 
have more political repercussions 
than the revision of the Code: and 
I enter with great misgivings into 
this field of political prophecy. 


H.R. 1 and H.R. 3950, both 
vetoed by the President last 
spring. were attempts to reduce 
the tax burden on individuals by 
a more or less flat percentage cut 
‘4 rates across the board. The re- 
duction in dollars for the big in- 
come taxpayer was thus much 
greater than the reduction in dol- 
for the small taxpayer, but! 
only because the former started 
cff with a much heavier tax bur- 
cen than the latter. 

An alternative method of in- 
come tax reduction would be an 
increase in exemptions. The effect 
of such a procedure would be 
first to eliminate millions of tax- 
payers from the tax rolls, and} 





| thus from direct tax responsibility | 
the | 


to the Government. Second, 
revenue cost of even a slight in- 
crease in exemptions is great, for | 
all taxpayers are affected. 

Viith government costs what 
are now, and are going to be 
for sometime to come, we cannot 


cause | 


in 


a! 


time of war. Should not all citi- 
zens with incomes, at least above 
)a minimum subsistence level, pay 
direct taxes to support and main- 
'tain our government in times of 
| peace? 
| The fact is that exemptions have 
| been severely reduced and rates 
severely raised during the war 
vears since 1939. Previously, dur- 
| ing the thirties, exemptions were 
not much changed, but rates were 
| steadily raised. Hence, in begin- 
ning an approach to a more nor- 
mal peacetime tax system, it 
would seem just and wise to raise 
exemptions a little and to reduce 
rates a little. 

In my judgment, the whole sur- 
tax rate schedule should be re- 
vised, if we still believe in the 
old American dream that a coun- 
iry boy can work his way to the 
tov, and that he should be en- 
couraged to do so. The present 
scale 1s so steeply graduated and 
the rates are so high that added 
work and accomplishment are 
not much rewarded. The surtax 
rates on the higher incomes pro- 
cuce little revenue. but they do 
discourage risk-taking and en- 
deavors to advance in the business 
world. In general there is much 
to be said for the proposition that, 
in normal times, a man _ should 
i not be asked to do more than 
| share his income equally with the 
Government. A thorough revision 
of surtax rates perheps cannot be 
done in 1948, but surely a start 
can be made by some percentage 
reduction of surtax rates. 








Another plan to increase the 
equity of the individual income 
fax is to permit nusbands and 
wives in the non-community 
property states as well as in the 
community property states to 


compute their respective taxes by 
first dividing their total incomes 
evenly between themselves. Surely 
i'there is no sufficien* reason for 
faxing a man earning $50.000 in 
California or Texas $6,194 less 
than a man with the same income 
in Ill‘nois. With tax rates so high. 
injustices of this sort are intoler- 
able, and there is every reason to 
believe that they wil! be remedied 
next year. Since the dollar bene- 
fit of the change would flow 
mainly to persons earning incomes 
in excess of $5,000. the adoption 
of such a plan will doubtless be 
accompanied by a reduction in 
rates or an increase in exemptions 
that will be beneficial primarily 
io persons with incomes under 
$5,000. 


IIT 
So much for the income tax re- 
cuction bill, which may be 
first revenue act of 1948. The sec- 
;ond bill, in which we are 
interested as tax practitioners, 
may be the bill to improve the 
| Structure of the revenue act, to) 
\climinate injustices, to enable bus- | 
| iness and the tax administration 
| to function more smoo thly. A vast 
i'number of amendments of this 
sort have been proposed by indi- 
viduals and professional organiza- 
tions. 
cussed and thereby perfected; and 
a large measure of agreement upon 
them has been reached by the 





| 


Committee. and the Treasury. 
great problem is to consider, sift 
‘out, draft and enact these so-called 
technical amendmeris. There are 
‘dozens and even hundreds of them. 
Many of them present debatable 
/questions of policy. Many of them 
are hard to formulate. 





| 


The Committee on Ways and 
| Means and its staff consequently 


They have been widely dis- | 


proponents, the staff of the Joint | 
The | 


| Democratic member, 


iat 








| 


the | 


of policy 


and the Com- 
mittee asked a group of ten men 
to help out. That group, called 
the Special Tax Stucy Committee, 
has just made its report to the 
Committee on Ways and Means. 
I shall not go all over the de- 
tailed recommendations with you 
here this morning, for I hope you 
will each read them for yourselves. 
Let me emphasize rather our gen- 
eral purposes, 


First, the Committee decided to 
make no recommendations on such 
major policy questions as_ indi- 
vidual income tax rates and ex- 
emptions, The Committee on Ways 
and Means and the Congress are 
charged with the duty of deter- 
mining national policy on these 
matters. The relevant data are 
readily available, and the Com- 
mittee and Congress are better 
informed than we are on the con- 
siderations pro and con. 


Our Committee thought we 
could perform more useful service 
by reviewing and reporting upon 
major structural amendments. We 
have made recommendations en 
about 50 major tovics. many of 
them with several subdivisions. 
Our basic purposes were largely 
two-fold. The Treasury and to a 
cegree the whole world is greatly 
aependent upon the active func- 
tioning of our economy. We need 
to produce more than we have 
ever done before. Therefore, we 
need to eliminate those provisions 
of the tax law which tend to make 
it difficult for business to fivnction 
its best. Our recOmmendat:ons 
relative to depreciation, Section 
102, and pension and stock pur- 
chase plans are examples of our 
attempt to carry out this purpose. 
Second, we wanted to eliminate 
serious inequities and injustices. 
The tax load will continue heavy 
for a long time to come. There- 
fore we must uSe our best endeav- 
ors to distribute it fairly. So we 
have made recommendaticns to 
improve the taxation of familv 
income, to eliminate the couble 
tax on corporate income distrib- 
uted as dividends, and to ease the 


ftax on small corporations. We 
hope that another result of our 
recommendations wil! be to re- 


duce controversies with the Treas- 
ury and litigation in the courts. 


Many difficult problems. both 
and of draftsmanship, are 
presented by any project to rev se 
the revenue laws. There are sev- 
eral possible ways, for example 
to alleviate or eliminate 
double tax on corporate dividends 

Which shall be adopted? One is 
a variation of the old undistr.b- 
uted profits tax—let the corpora- 


the | 








| 


ition deduct dividend distributions | 


more | < 
| itself 





as well as interest payments, and 
pay a tax only on such in- 
come as it retains. Another is the 
British scheme—treat the tax paid 
| by the corporation 9s a payment 
on behalf of the stockholder, w-th- 
held at the source. Thus the 


|amount of the dividend which the 


shareholder must return is the 
amount he received plus his por- 
tion of the income tax paid by the 
corporation. 

The simpler plan which our 
Committee recommended harks 
back to that embodied in tre rev- 
enue laws from 1913 to 1936: let 
the stockholder take credit at the 
initial rate of normal tax and sur- 
tax for the tax the corporation 
has pa:d. At preseut this would 
mean a 19% credit for a 38% tax. 
The ultimate goal of this plan 
would be equivalency between the 
starting rate of tax applicable to 
the individual 
to the corporation. 


may reach that Utopia. In 





and that applicable | 
Some day we) 
the | 


meantime, the credit is reasonably | 


is more intellig:ble 


than either 


and it 
practical 


fair; 
and 


‘other two plans. 


that have grown up through the| afford to reduce income taxes! confronted a very formidable task. | 
years by the rigid and rigorous} much. Moreover, since the great| It decided to accept it and per- 
#n»rlication of the reveaiue laws.| bulk of the income stream flows) form it, not to lay it over for the 
We cannot expect men indefi-| to taxpayers with net incomes! in definite future. Hearings have 
rity to work harder and to. under $5,000, we cannot afford to | been going on for months. Vol- 
mroduce more, when the Gov- | increase exemptions much, at least| umes of testimony and of briefs 
ernment gets more than they do| if the income tax is to continue to|have been submitted. The Com- 
cut of their additional earnings.| be the mainstay of the Federal | mittee does not lack for data, but) 
We need a more favorable tax! revenue system. In a democracy 'the job of sorting out proposals 





I; 


Much of the trouble the practi- | 
fioner has confronted in recent 


years is really due to court deci-| 


. 


of the | 


| vestigations, 


cipal and interest for the property? 


He made the bid oy interest be- 
cause it cost him nothing; and 


in all probability he really had a 
loss, not a realization of income, 
on the whole deal. Why should the 
essential elements of a recapitali- 
zation or a_reorganization be 
shrouded with so much judicial 
mystery, when it is plain that 
Congress intended to and did em-~ 
body in the law the complete cata 
log of specific technical require- 
ments for a reorganization? When 
a sale of property is in fact made 
by corporate stockholders person- 
ally after a liquidation, why 
should the sale be taxed as having 
been made in substance by the 
corporation? How can anyone 
know what “substance” is, when 
we know that it is not fact? 

Our Committee has tried to cor< 
rect each of these difficulties. The 
iast two presented serious prob- 
lems for the draftsmen. We have 
recommended that Congress state 
expressly that the conditions, 
qualifications and requirements 
set forth in Section 112 are all 
that are to be applied, unless the 
Commissioner shall prove, by a 
clear preponderance of the evi- 
dence, that the principal purpose 
of the plan of reorganization was 
tax avoidance. We realize that 
the proviso perpetuates uncer- 
tainty, but could we reasonably 
give the Commissioner less? We 
have further recommended that 
the gain on a sale of corporate 
property, whether preceded or 
followed by a liquidation, should 
be subjected to only one capital 
gains tax, thereby eliminating en- 
tirely the materiality of the issues 
of fact which the courts have been 
trying not very happily to resolve. 


We have great hopes for both 
changes, 
The amendments I have out- 


lined, plus the 50 others we have 
recommended to the trust provi- 
sions, the pension provisions, the 
estate and gift tax sections and 
so on, do not involve much rev- 
enue. The ordinary layman would 
not regard them as major matters, 
Yet you and I know that the 
smooth functioning of the revenue 
laws, indeed their utility and ef- 
ficiency in raising billions of dol- 
lars fairly, depends upon the just- 
ness and decent operation of just 
such sections as these. Our rev- 
enue system could break down 
because of recognized over-com- 
plexity and inequity; and it is 
approaching unpleasantly close to 
that situation today. The Commit- 
tee on Ways and Means deserves 
a very good mark for recognizing 
the need of a thorough going re- 
vision of the Code, and the pos- 
sible utility of a citizens’ adv sory 
committee to heip out. I know 
you join me in hoping that the 
effort for sound basic reform of 
the revenue laws will actually be 
successful. 

One word more. Some of our 
recommendations go a long way 
toward sustaining the taxpayer’s 
accounting practices and business 


decisions, unless the Commis 
sioner proves him wrong. Thus, 


the burden of showing that sur- 
plus is improperly accumulated 
for Section 102 purposes is put 
on the Commissioner, as well as 
ihe burden of showing that the 
taxpayer's method and rate of 
depreciation are erroneous. Both 
provisions reverse the former 
presumptions. These provisions 
will only work well if taxpayers 
in general make honest, defen- 
cible business decisions. Our Com- 
mittee has based its work on the 


premise that the great bulk of 
taxpayers are honest business 
men. If we are shown to be 


wrong, the country will be in for 
another decade of tax evasion ine 
witch-hunting and 
loophole closing. You public ace 
countants can take a great part 
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in seeing that business plays the 
game fairly according to the rules. 

The perfection of the revenue 
never-ended 


laws is probably a 
task. Many wise men _ have 
worked at it—men like Cordell 


Hull and George May and Arthur 
Ballantine and A. W. Gregg and 
Randolph Paul, to name only a 
few—and yet sO much remains to 





impact of each section is. Our 
Committee earnestly hopes that 
our report will appeal to such 
men as yourselves, that you will 


its recommendations techni- 
sound, and that you will 
work for its adoption. The Code 
will not be perfect, even if all 
our ideas are embodied in it. But 
if you agree with us that it — 
anc 


tind 
cally 


be done. Accountants and lawyers | he greatly improved thereby, 

are key men in the process, for| vill make your endorsement 
we see the system in action every| known, we ought to be able to 
day, and we ‘know what the actual! make a long step forward in 1948. 

(Continued from page 2) 

fairly constant birth rate (al-;world. Both men and women 
though it declined rather sharply | saw new places, met new people, 
during the long depression and learned new techniques, adapted 


rather sharply during and 
the recent war) and a de- 
Forty years 


rose 
after 
clining death rate. 
ago, 
getic but often illiterate immi- 
grants from central Europe and 
the rest of the world were stream- 
ing through the port of New York 
into New England and the rapidiy 
developing midwest. Today well 
education elderly couples seek rec- 
reation in California and Florida 
while children overtax the facil- 
ities of playgrounds. Think twice 
before manufacturing overalls in- 
stead of golf clubs or bubble gum! 

Led by intellectuals in schools 
and particularly in 
there has developed a new atti- 
tude towards the fairness of cer- 
tain aspects of finance capitalism. 
Whether or not this attitude is 
sound, is a fact which must be 
included in any appraisal of the 
financial outlook, fact which is 
reflected in the Federal tax struc- 
ture, in legislation which limits 
salaries of officers of certain com- 


millions of mature and ener- | 


| 





themselves to new ways of living. 
No historian, sociologist, or 
psychologist is equipped to under- 
stand or measure the effects of 
this greatest social upheaval of all 
times. The GI Bill has already en- 
abled a great many 
change the course of their educa- 
tion and change their place of 
residence: it is reported that many 
GIs who saw California for the 
first time on their way to or from 


lthe Pacific have returned there to 


live and work. 
The political trend favorable to 


'the Republicans so clearly marked 


'last November 
universities | 


panies receiving government sub- | 


sides and other benefits, publicity 
requirement of SEC, etc., etc. It 
would be unrealistic to expect 
this trend to be reversed so long 
as the conditions which brought 
it about remain unchanged. 
Much of the social-political 
thinking of our times stems from 
two English intellectuals, John 
Maynard Keynes and William 
Beveridge. Quite naturally, they 
looked at the problems of their 
times—the 1930s—over-productive 
capacity and underemployment — 


may be expected 
to continue, and there will prob- 
ably be a Repubican President as 
well as a Congressional majority 
in 1949. There may be changes in 
the tax law, both in 1948 and 1949, 
and any such changes will be 
favorable to business. The unions, 
particularly the CIO, will again 
play an important part in the 1948 
election and will affect the out- 
come of some Congressional elec- 
iions, but the political tide seems 
to be swinging away from a desire 
to return to New Deal statism or 
a turn to British bureaucracy. But 
this is not necessarily grounds for 
complacency cn the part of those 
who have a vested interest in the 
status quo. By creating a set of 


‘conditions which made it exceed- 


und attempted to solve them. Al- | 


though, ct least for the moment, 
World War II has solved these 
problems, much thought and 
energy both in England and in 
this country is still being devoted 
to them: we are like a farmer 
who worries about obtaining feed 
for his horse after his barn has 
burned and his horse has died. 
Two institutional developments 
which stem from these thinkers | 
and from our own experience Of | 
the 1930s, are the five-day week 
and social security. Bernard | 
Baruch, who has a way of seeing 
things clearly, has pointed out that 
a few more hours of work by 


everyone every week would be the | 
Lewis | 
recent trip to) 


best remedy for inflation. 
Brown, after his 
eEurope, reported that many of Eu- 


rope’s 


italism really worked 


economic problems would | shifting of certain 


ingly difficult to start a new busi- 
ness the New Deal indirectly sub- 
sidized big tusiness, particularly 
pig monopoly. Ralph Flanders and 
other forward looking Senators 
and Congressmen want to restore 
the conditions under which capi- 
rather than 
to put a prop under existing 
monopoloid situations. 


Credit-Interesi Rates 


Yields on long-term govern- 
ment bonds declined more or less 
steadily from the middle of 1920 
to the middle of 1946 and from a 
yield of slightly over 542% toa 
‘yield of slightly under 215 %. It 
is not unusual for a trend in the 
| money market to last for 20 years 
‘or more, but it is unusual for a 
major war to be financed without 
an increase in interest rates. The 
achievement of Secretary Mor- 
ganthau of the Treasury and Gov- 


ernor Eccles of the Federal 
Reserve Board, and ci their as- 
|sociates, was not a miracle but a 

burdens and 


be solved if England would pro- | certain benefits from one group in 


quce more coal, and 
could only be done if England’s 


coal miners would work longer | |by credit creation or, 


hours. Yet it is unrealistic to ex- 
pect the tides to be reversed: it 
will be more fruitful for 
studuent of economic trends to in- 
vestigate the problems raised by 
the new leisure: how are people 
spending their long week-ends’? 
How are they adapting their way 
of living to the new time sched- 
ule? It is not withouut significance 
that the hard-headed Curtis pub- 
lishing Company has launched a 
new magazine called “Holiday.” 
World War II changed _ the 


course of a great many people’s 
lives. 

history 
directly, 
age 


In fact, no other war in 
involved, directly or in- 
such a great perceni- 


of the population of the 


that this | the community to another. 


al 
1 





| in 


LO: 8 
i large extent, the war was financed 
in slightly 
different terms, deliberate and 
undilated inflation. The increase 
in Reserve Bank credit of $22 bil- 
lion between the middle of 1942 
and the end of 1945 had very 
much the same influence on our 
economy as the printing of so 
many greenbacks. The monetary 
authorities realized by early 1946 
that inflation had become public 
enemy number one, and since that 
date they have pursued a defla- 
tionary policy: this policy was one 
of the causes of the decline in the 
stock market, the rise in 
term interest rates, the steadiness, 
or absence of trend in long term 
government bonds and the decline 
long term corporation bonds. 


people to | 


short | 


Since the policy of increasing the 
National Debt without borrowing, 
directly or indirectly, from real 
savers to a sufficient extent to 
increase interest rates actually 
produced a declining trend in in- 
terest rates, it is not illogical to 
expect that the opposite or defla- 
tionary policy will produce the 
opposite effect, or a rising trend 
in interest rates. 

The influence of fiscal policies 
has been aggravated in the receni 
past by an important decline in 
savings coinciding with an _ in- 
crease in the demand for funds for 
new capital caused in part by in- 
creased construction costs, and by 
a very substantial demand for 
bank accommodation because ris- 
ing prices and production delays 
have forced manufacturers’ to 
greatly increase their inventories. 
In the recent past many individ- 
uals, having sperit their wartime 
savings on the only commodities 
and services available during and 
immediately after the war (night 
club entertainment, movies, beer, 
ete.) have satisfied their pent up 
demand for durable goods such as 
automobiles, refrigerators, wash- 
ing machines by incurring install- 
ment and other consumer loans. 

The monetary authorities now 
find themselves on the horns of 
the dilemma of wishing to con- 


tinue the altogether salutary ef- 
fects of a ceflationary policy 


without allowing long term Treas- 
ury bonds to sink below par with 
conseauences to the banking sys- 
tem too horrible to contemplate. 
Fortunately for the success of these 
fiscal gymnastics, the Treasury 
has in its trust accounts vast re- 
serves which could be marshalled 
to hold the line and, of course, the 
Federal Reserve banks could 
again buy bonds in the open mar- 
ket and increase their outstanding 
credit by an equivalent amount: 
but this would end the dilemma 
in a clear cut victory for the 
forces of inflation. However, the 
most competent authorities on the 
money market are of the opinion 
that the line can be held without 
resorting to this last line of de- 
fense (which would produce a 
Pyrrhic victory) and that Treas- 
ury 215% bonds will remain 
above par during the foreseeable 
future. 

The commercial banking system 
would not suffer materially from 
a further decline in the price of 
high grade corporate bonds. Dur- 
ing the war years, the spread be- 
tween long term Treasury bonds 
and high grade corporate bonds 
declined to less than 15%. where- 
as this spread was, at many times 
in the past, 1% or more. Since 
the supply of such bonds, as well 
as of real estate mortgages, has 
increased substantially during the 
past year, and will continue to 
increase for a number of years, 
and since the insurance com- 
panies, the largest buyers of such 
securities, are not quite so pressed 
with funds available for invest- 
ment as during recent years, and 
are being offered competition 
from the new Treasury 18-year 
non-marketable issue, it would not 
be unreasonable to expect the rate 
on high grade corporates to rise, 
to somewhere near 312%. In this 
eventuality, many recently issued 
bonds and preferred stocks will 
sell at even more substantial dis- 
counts. 

While a further decline in the 
corporate bond market will not 
endanger the solvency of the com- 
mercial banking system, such a 
development will increase the cost 
of financing to the many utilities 
and municipalities which have de- 
veloped plans for expansion and 
rehabilitation during the next sev- 
eral years. A sluggish stock mar- 
ket would further aggravate the 
problems which beset the bond 
market. During the comparable 
period in the 1920s (when a great 
deal of our presently usuable 
utility plant was built) a persis- 


tently strong stock market, en- 








couraged equity 
enadied many _ industrial 

utility companies to weather 
severe depression of the 1930s. 


and 


National Product 
Many economists expected that, 
when the war ended and the Fed- 
eral Government reduced its an- 
nual exvenditures from around 


$100 billion to around $40 billion, | 


gross national product would de- 
cline by something like a propor- 
tionate amount. This, they cor- 
rectly reasoned, would reduce 
retail trade and other consumer 
expenditures, bring about wide- 
spread unemployment, and _ pro- 
duce in general the 
hard times. Government planners 
were marshalled to prepare a 
blueprint for spending and other 
pump priming activities and pub- 
lic opinion was educated to with- 
stand the shock of the decline. 


symptoms of | 


| product 


| This will involve a certain 


financing which ! stantially 
| the 
the | 





lower prices. Although 
real demand for hou3ing 
probably not as great as many es- 
timates suggest, it is sufficient to 
ensure another year of high level 
activity. 

Since the labor force avve 
to be the limiting factor in pro- 
duction, and since the labor foree 
appears to be at a peacetime peak 
under existing social conditions, 
physical production is not likely 
to increase further. Gross national 
. Which is equal to produc- 
tion multiplied by prices, will 
fluctuate with the price level. It 
more airplanes are built for the 
airforce, and if more farm equip- 
ment, tractors, and steel mills are 
built for export, it may be that 
labor will be drawn from factory 
building into these assembly lines. 
amount 


iS 


ars 


of shifting of locations and ski'ls, 


‘but will 


Gross National Product declined | 


as expected in the latter part of 
1945, after V-J Day and the can- 
cellation of war contracts but, 
the consternation of the exverts, 
it started up again in 1946 and by | 


not result in the unem- 
ployment which might have beer 
expected when factory building 
tapered off. Any change in the 


to | total of gross national product will 


be the 
rather 


| probably 
changes 


result of 
than of 


price 
overall 


the end of that year or the early | production. 


part of 1947 had reattained the 
highest levels of war time deficit 
spending. Since’ gross 


penditures, not of physical pro- 
duction, the rise in 194@ was the 
result of rising prices, rather 
of increasing physical production. 
As explained above, wartime 
created bank deposits were still 
a very high level and there ap- 
pears to be an almost mathe- 
matical relationship between de- 
posits, the rate of turnover, and 
the gross national product. The 
pent up demand for capital equip- 
ment, consumer durable goods, 
and even clothes and other con- 
sumption goods and services was 


5 
a 


too great to permit the decline in! anq 


which might 
the wartime 
of money. 
foolish to predict 
the probable level of gross 
tional product a year ahead, 
certain facts about 1948 are 
coming apparent, even at 
early date. It is at least 
predict the following changes in 
factors influencing the make-up 
of total expenditures: 

First, Federal fiscal policies will 
be less deflationary in 1948 than 
in 1947. This year, high tax rates 
combined with high incomes pro- 
duced 2 substantial surplus, in 
spite of the 
to effect economies. There will al- 
most certainly be a tax reduction 
affecting 1948 payments. There 
will almost certainly be a Mar- 
shall plan and there may also be | 
an aircraft building plan. It is| 
difficult to see how, under these 
circumstances, Federal expendi- 
tures can be lower. 
most certain to be higher. The 
surplus may disappear altogether. 

Second, investment in plant and 
equipment will again be at high 


the rate of turnover 
have partly ofiset 
rise in the quantity 

It would be 


but | 
be- 


levels, but will be different in 
rature. For example, the _ tele- 
phone and electric utilities have 


just started their long-term build - 
ing programs to meet the greatly 
increased demand which resulted 
from population and income shifts 
during the war years. On the 
other nand the construction 
equipping of plants by industrial 
concerns may have passed _ its 
peak. Not onlv will factories built 
or modernized in 1947 not be 
built again in 1948 but the prod- 
ucts of the 1947 new factories will 
begin to reacn the markets and to 
compete with the products of 
older factories. There will be 
more plastics, rayon, heavy chem- 
icals, and other commodities for 


sale and these goods will influence 
of | 


the prices and _ distribution 
other goods. 

Residential construction 
likely to at high levels 
throughout the year. The industry 
is becoming a little more efficient. 
Many people have abandoned 
hope of obtaining shelter at sub- 


is 


be 


They are al-| 


national | 
product is a measure of dollar ex- | talistic economy is change. 


| 


failure of Congress | 


\larly if it presages 


| 
| 
| 
| 
| 
| 
| 
| 


| Pennsylvania 


| fice: 
| Kay, 


and | 


na- employment of lighter 


this | 
safe to/| 


}cent 


| lin 


Change - Technology - Atom 
The only certainty of the capi- 
ic ecc Firms, 
like individuals, who fail to adapt 
themselves to an ever changina 


than ,; environment have a way of drop- 


ping out of the picture. It is never 
too soon to think about scientifi: 
and technological development: 
which will alter or modify the at- 
mosphere in which business lives. 

The most cramatie scientific de- 
velopment visible on the horizon 
the production of energy for 
commercial purposes by atom 
splitting. Others are the further 
development of electronics in- 
cluding the use of radar for air 
sea navigation and many 
other purposes, the wide accent- 
ance of frozen and cther pre- 
cooked foods, new uses for rayon, 
nylon, and plastics, progressive 
metals sueh 
aluminum and stainless steel, 
i}chemical processes which w:]) im— 
crease the efficiency of gasoline 
and other fuels, color television. 
practical autogyros, etc., etc. Bé- 
fore the end of 1948, there maw 
be iniportant developments in af} 
of these fields and in others too 
numerous to catalogue. The 
greatest enemies of capitalism are 


1S 


as 


not jiolitical attacks but cartels 
and monopolies, which stifle 
change. erhaps the “new look” 


is a healthy development, particu - 
many changes 
throughout our economy. 

‘ a 


Western Penn Group 
Of IBA Elects Parker 


PITTSBURGH, PA.—At a re- 
meet of the Western 
Groun, Investment 
Bankers Association of Ameriea, 
the following were elected to of- 
Chairman: Nathan K. Parker, 
Richards & Co.; Vice-Chair- 


ing 























Nathan K. Parker 


man: James C. Chaplin Ili 
& Company; Secreiary- 
urer: S. W. Steinecke, S. K. 
ningham & Co.; Executive 
mittee for Three Yea 

Joseph H. Fauset, Fauset, 
& Co., and Malcolm 
Vice-President of 

First National Bank 


, Chap- 
Treas- 
Cun- 
Com- 
Term. 
Steele 
Lambing, 
People: 
ust Co. 


FE. 
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& Ti 
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Investment Policies for a Trust Institution 


(Continued from page 14) 
ficultigs have been due for the 
mos. part I think, to the lack of a 
well tormulated policy and to 
thear iailure to analyze particular 
trai..actions properly. It is not 
sutiscient for a company merely 
to state a policy against self- 
dealing, unless it thoroughly 
unu.is.ood by the entire staff that 
purchases for trust ac- 
with the fiduciary 
party to the trans- 
act Dealings witn a co-fidu- 
cia.y also come under the ban; 
likewise, transactions made 
tween trusts administered by the 
same trustee who in effect acts as 
botn buyer and seller. 
divided loyalty and 


is 


or 
lirectly, 
other 


Sales 
or il 
wo LL© 


1O71. 


conflict 


= 


of intercst may arise in regard to| 
its | 


purchase or retention of 
owe stock by a bank or 
company for one of its trust ac- 
Obviously, a trust com- 
officers and directors who 
are rc_ponsible for the investment 
of ics trust funds and who are 
a.so responsible for the success- 
ful nianagement of their institu- 
tion, will be reluctant to take any 
action with respect to its shares 
held i a trust account which may 
atiect adversely the value of the 
stock or the interests of their 
company. The possibility of such 
conitict of interests and the re- 
sul ing embarassment makes clear 
the desirability of a policy against 
the purchase or retention of stock 
by a corporate fiduciary 
for any trust account adminis- 
tered by it. This policy should 
apply to all cases where the com- 
pany has investment discretion 

sole y, or with a co-trustee. 
While few companies adovcate 
the purchase of their own stock 
in ‘tl : trust accounts, some have 
their stock and others 


reta | 
Lave ubseribed for additional 
the exercise 


chares through 

rights veceived on stock orig- 
iaally held. It has been argued 
that the investment merit of the 
stock :.as justified such action and 
thai policy forbidding it is 
mor the protection of the 
iiducia than for the _ benefi- 
ciarics of the trusts. But I submit 
to you that other stocks of equal 
iav. tnent merit can be found, 
and ihat regardless of how de- 
cirabie such action may appear in 
2 partic 


princiviz and subject to 
by the ceurts of most states. 

least one trust institution 
favors policy against the pur- 
cha e or retention of stock in 
banks and trust companies oOper- 
uting in the same locality as it- 
self. It points out that through its 
local contacts, it may be the first 
to learn of any financial stress of 
such a company. It would be very 
loathe to take action which might 


tne 


COU..cS. 
pany 5s 


IoouwtQ 


A y 


or 


censure 


sic 


jeepardize public confidence in a} 


neig ibor bank, but would have 
an uncomprising duty to protect 
its trusts through the prompt sale 
of stoc’x of the affected bank. This 
comp2ny, seeking to avoid such 
possible embarassment, prefers as 
matier of policy not to hold 
shares of neighboring banks as 
trust a ‘sets. 

A general policy with respect to 
the u e of various classes of securi- 
in tru-t accounts anc the timing 
of their purchese often proves 
helpfvl. In periods when prices of 
corvorstion bondée are abnormally 
high, it may be a sound policy to 
buy gecvernments with a medium 
maturity rather than to buy cor- 
porates vielding a fraction of a 
pereert more but with 15 years 
or more longer mauurity. It may 
be wcll to consider if preferred 
stocks of unquestioned quality 
should be bought at times when 
the yield is unusually low. The 
pressure of uninvested funds and 
the need for income may more 
easily lead to ill-timed purchases 
‘4 no general policy has 
adopted. 

A good policy with respect to 
purchases of mortgages and deeds 
of truct bars mortgages on non- 


5g 
a 


be-| 


|sons for making such a sale. 


trust | 


Of | 


lar case, it is unsound in | 


been , 


income property and for amounts 
greater than 60% of appraised 
value of mortgaged property as 
set out by trustee’s appraiser. An 
annual pay-off of not less than 
So % 
the policy of many trustees. 
eral companies require that notes 
be signed by the owner of mort- 


| 


gaged property and not merely by | 
accept- | 


a straw party. Often an 
able credit report showing finan- 
cial responsibility of the mort- 
gagor is demanded. 

Usually it is good policy to sell 
control in a going business at the 
earliest opportunity at which a 
fair price can be obtained. 
are often several compelling rea- 
In 
most jurisdictions, unless the 
trustor has given explicit author- 
ity to continue the operation of a 
| business, the fiduciary has a duty 
| to sell it within a reasonable time. 
In many cases, the trustor’s in- 
|terest in his business constitutes 
the greatest part of his estate and 
ithe fiduciary, unless otherwise 
directed, has a duty to sell it to 
provide proper diversification of 
the trust assets. In other cases, a 
|sale is necessary to provide cash 
for taxeseand other estate obliga- 
tions. It is bad policy to treat the 
'sale of a business interest too 
lightly. The value of a controlling 
|interest should not be overlooked. 
It is better to sell all of an estate’s 
stock or none if a sale of part of 
| the holdings will result in a loss 
‘of control. 

Experience has shown that the 
fair price for stock of a close cor- 
poration is difficult to determine. 
| It must be based on the company’s 
earning recora, on the quality of 
| management, and value of physi- 
cal assets. Development of neces- 
isary facts may require employ- 
ment of accountants, engineers, 
and appraisers to furnish a report 
|reflecting accurate earnings and a 
realistic appraisal. A thorough and 
painstaking analysis of facts and 
‘the determination of a pair price 
or liquidating value of a going 
business is one of the most impor- 
tant services trust institutions ean 
render and one that is especially 
needed in many estates. 
who is working out his estate 
plan. 

Policy should 
trust institution 
of its men serve 
|directors of a close corporation 
| when its stock is held in a trust. 
Such representation on a com- 
|panyv’s board is' probably 
;|necessary or desirable in cases 
where the trustee cannot control 
i'the company, but the _ trustee’s 
representative should _ attend 
| stockholders’ meetings 
when possible. 

Immediately after receiving an 
| appointment as administrator or 
executor of a decedent's estate, it 


determine if 
should have one 


on the board of 


|requirements and the amount of 
|investments that must be sold to 
|} provide cash. It is suggested that 
| when fiduciary knows sales must 
be made, it should attempt to 
realize en-—poorer grade securities 
promptly and without unnecessary 
| delay. If an estate is left in trust 
}and investments are unduly con- 
|centrated in one or more issues, 
|sales to raise cash may include 
;securities which, while good in 
| themselves, are held by the estate 
|in too large blocks. Some institu- 
| tions prefer to make sales to raise 
'cash as early as possible in the 
j}administration to avoid subse- 
|quent possible shrinkage in mar- 
iket values, although such sales 
; preclude the possibility of an ap- 
|preciation prior to the time money 
is actually to be disbursed and re- 
duces the income of the estate 
during probate administration. 
This is probably the safest policy 
but some companies spread their 
sales over the period of probate, 
|particularly if a large block of any 
one issue is to be sold, to obtain 
the average market price. 


is desirable and a must under | 
Sev- | 


There | 


It is also | 
of great value to an estate owner | 


a | 


not | 


regularly | 


|1s good policy to estimate its cash | 


Investment policy may vary 


fag 
| with respect to the type of ac- : 
| count. Securities which should be | clusion of some carefully selected 


sold and the proceeds reinvested 
in a trust account may be left 
unsold in an executor account. 
The reasen for this apparent in- 
| consistency is that the tiduciary 
|usually has continuing manage- 
ment responsibility and reinvest- 
ment power in the case of a 
trustee, but an executor or admin- 


|istrator has no right to sell assets | 


for reinvestment but can sell only 

|to pay estate obligations or to 
avoid imminent market loss. Many 
trust institutions will not attempt 
to act as managing agent and give 
investment counsel to customers 
who are overating trading ac- 
|!ccunts and are seeking quick mar- 
' ket protits. 
| low a policy of serving as agent 
|only tnose who are seeking to 
protect their funds through con- 
servative methods similar vio those 
used in the administration of trust 
funds. Some will decline a man- 
agement account consisting en- 
tirely of stocks, although there 
would seem to be no reason to 
refuse to serve a customer for this 
reason @lone if the person desir- 
ing the service is seeking high 
grade investments and not mere 
speculation. 

Every trust man knows of the 
pressure to which a trust insti- 
tution is subjected by  benefi- 
ciaries to make exceptions to its 
established policies. Often mem- 
bers of the trustor’s family oppose 
the sale of close corporation stock 
or of stock 
cumulated in a large block 
some pet business investment, but 
© program of appeasement cannot 
be followed. I have found that a 
good customer relationship, even 
when bitterness has been 
gendered, can be maintained, and 
in some cases enhanced, when a 
business interest 
the decedent’s family is asked to 
appoint a business friend to at- 
;tend all conferences relating 
its sale. His knowledge of all 
price negotiations and his partici- 
pation in them does much 
satisfy the faimly as to the desir- 
lability of the sale and the reason- 
ableness of the price obtained. 
of invest- 
to a large 





execution 
depends 


Successful 
ment policy 
|of co-fiduicuaries who must 
|in any action to be taken. Skillful 


in a way that 
cooperation is 


h- . 
cnanges, 


such 


vestment 
will gain 
| taining consent to a sale or pur- 
cause of changes in the market. 
A dictatorial attitude by an in- 
vestment officer may create un- 
necessary antagonism and defeat 
la meritorious suggestion. 

All the investment policies 
which have been outlined have 
not found universal acceptance. 
Some trust men have a deep con- 
viction that common stocks have 
no place in an estate investment 
portfolio because of their fluc- 
tuating values. They say _ that 
helding equities involves an un- 
warranted risk of trust funds, but 
curing the last decade, the stead- 
ily increasing number of. states 
that permit their use through the 
adoption of the prudent man rule 
for trust investments, strongly 
indicates that a change of thought 
has been taking place. The trend 
seems to be towards a more gen- 
eral use of stocks as a desirable 
investment medium for a portion 
of a trust fund, the amount to be 
determined by the circumstances 
'of each trust. 

A thought provoking criticism 
that has been leveled at the trust 
investment policy of trust insti- 
tutions as a whole, is that ‘‘Creat- 
‘ing a trust provides a means to 
lose money slowly.” Is this state- 
ment true as to the results ob- 
‘tained from the policy followed 
| by most corporate fiduciaries? It 
probably if the policy is to 











is is 


Most companies fol- | 


which he had ac-'! 

in | 
en- | 
must be sold, if | 
to | 


to | 


extent on the prompt cooperation | 
join | 


presentation of any proposed in-| 


essential. Prolonged delay in ob-| 


chase may nullify its benefits be- | 


eliminat2 stocks entirely as trust 
investments. The inherent risk in 
even the highest grade securities 
{makes some shrinkage inevitable 
{over an extended period. The in- 


| s of the highest grade pro- 
{vides an opportunity for capital 
lappreciation not found in bonds 
or mortgages of the highest qual- 
ity. Without some appreciation to 
|offset the losses, it is evident tha 
| the trust fund as an investment 
vehicle will travel down a one 
way street. 

Since the depression, it has been 
noticeable to this speaker that 
men who have reviewed the trust 
|provisions in their wills, have re- 
| vised them by removing many in- 
i'vestinent restrictions which they 
once thought necessary to impose 
on their trustees. They have been 
|impelled to do this primarily be- 
cause of their confidence in the 
‘investment judgment of the trust 
|institutions they have selected, 
‘and their desire to enable their 
|trustees to step into their shoes 
after they are gone, with freedom 
= exercise their best business 
judgment. For trustees to carry 
out their wishes in this respect, 
their investment powers should 
include the right to make a wise 
use of every available investment 
medium and certainly should not 
be limited to fixed income se- 
curities. 

One of the most severe tests of 
adherence to a sound investment 
| Policy occurs in a period of infla- 
| tion, such as that in which we now 
find ourselves. Trustces are sub- 
'yected to the pressure of demands 
‘from income beneficiaries for 
greater yield. There is a great 


equitie 





‘temptation to meet these demands 

by sacrificing the quality of in- 
vestments because of the recog- 
nized need of those asking for 
more income. Other beneficiaries 
ask that top grade bonds be re- 
placed by stocks that have possi- 
bilities of rapid enhancement, but 
the experience of the past clearly 
shows that a general substitution 
of common stocks for top grade 
bonds is by no means a cure for 
all the problems of _ inflation. 
Trustees, like other investors, are 
bound to go through periods of 
low yields on their investments, 
and it is then when they become 
particularly vulnerable if they 
permit themselves to be goaded 
into abandoning a sound invest- 
ment policy which will expose 
their trust funds to greater 
hazards, 

In periods of low investment 
vields it has been truly said that 
the manager of every investment 
portfclio faces two alternatives, 
either of which is distasteful. He 
may suffer a loss of income by 
continuing to hold only the high- 
est grade investments or he can 
continue his accustomed income 
through the purchase of lower 
grade securities and eventually 
lose part of his principal. Which 
policy would you choose? Since 
he cannot control market trends 
and the economic forces which 
govern investment yields, but can 
exercise judgment in his selection 
of trust assets, it is evident that 
he has but one choice. His respon- 
sibility is to the best 
that the market and 
cept the prevailing yield on such 


purchase 


affords ac- 


investments. 


Inflation and Credit Controls 


on the banking business. One is 
the question of how well we con- 
duct ourselves in the present in- 
,tlationary s:tuation, and the other 
is how well we meet the inevitable 
which will follow it 
}at some time or other These prob- 
lems have a direct relationship to 
the stability of our cconomv and 
ito the standing end future life of 
ithe banking business, 

Strangely erough, there is tne 
|same answer to both questions 
t is in a wise direction of the use 
of bank credit and a coordinated 
self-control over its expansion. 

Wise direction credit is to 
channel it into productive 
uses and avoid commitments 
which are related ts speculation, 
unsound expansion, and any pos- 
sible overextens:on. This requires 
a realization that the past 14 years 
have witnessed no iesting of bor- 
rowers and that this cannot ccen- 
tinue forever. Transactions which 
may look superficially sound un- 
der today’s most favorable condi- 
‘tions can be, and often have in 
| the past turned out to be, far from 
| 
| 
| 
! 


readjustmen 


oO} 


sound under any less favorable 
conditions. 

Self-control in the extension of 
credit does not mean to deny 
credit for sound and recessary 
product:ve purposes. It means to 
relate bank lending policy in 
terms of the nature and amount 
of credit being granted to the 
needs and circumstances of the 
economy, as well as those of the 
borrower and the bank. If this 
is done effectively, there can be 
no real need for the imposition of 
any controls on credit from out- 
side the business to accomplish 
that result. 

There are two things banks can- 
not afford to do. One is to lay 
themselves open to the charge 
that they have been a substantial 
contributor to the present infla- 
tionary situation or to having 
been the spark which has finally 
brought about an inflationary ex- 
plosion, and the other is to fail 
to meet any readjustment, reces- 
sion, or depression in the same 
sound condition they are today. 

To fail to do either would mul- 
tiply the factors of-instability in 
the economy and exaggerate the 


— wae 








j}adversely affected. 
/credit w:ll have to be liquidated 
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in turn could 
against the bankin2» 
thus diminish the nfidence, 
goodwill, and high sianding which 
ted in the last 

e these state- 


roved 


be 


has so ably cre 
i4 years. Since I ma 
inents, events have 
ard. 
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Consumer Credit 
Expansion 
A week ago, the limitations on 
n-payments and terms of ecn- 
sumer credit covered by Regula- 
tion W were eliminated. This has 
thrown the entire resvons bility of 
curtailing unwise expansion of 
private debt for the purchase of 
consumer goods onto the banks. 
Until a week ago, the consumer 
and the bank were protected by 
Regulation W from extravagant 
multiplication of cCebt, competi- 
tion for goods in short supply, 
and competit:on for volume on 
terms of payment. Now the bar- 
riers are down; the i::dividual can 
borrow as much as any kank will 
lend him; he can use his resources 
and the bank’s resources to the 
extent permitted to buy anything 
he wants and can get; and he can 
pledge his future income perhaps 
beyond his ability to repay except 
under the present 2xtraordinarily 
favorable conditions, 
Substantially easier terms of 
consumer credit will permit bor- 
rowers to buy more expensive 
goods or more of ditierent kinds 
of products. They will tempt 
purchasers to buy to the limit. 
They will increase demand, but 
will immediately increase neither 
the buyers’ incomes nor the sup- 
Ply of goods for them to pur- 
chase. So far as they increase 
demand, they will tend to in- 
crease prices further. And. with 
any unfavorable change in the 
level of business activity. the in- 
comes of these instalment bor- 
rowers will be among the first 
Any excessive 


of 


Dangers 


a MV 


out of current income while it 
may be on the down grade. 
When we consider. the expan- 
sion of consumer credit. there is 
one thing that needs to be said: 


The common interpretation put on 
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the term “consumer credit” is that) has been brought about by the|]hear of no proposals to curtail , 


it is insialment lending. But the 
facet is that this ‘s not wholly true. 
The government’s own figures on 
consumer credit outstanding in 
recent months include an item of 
$2,327,000,000 of single-payment 
loans. By no stretch of the imagi- 
nation can these be called instal- 
ment loans. Also, total instalment 


credit outstanding, as of the mosi 
recent figures available, is less 
than 5% of personal income, This 
would hardly seem to be a dan- 
gerous figure, nor would it seem 
to justify the conclusion that 


banks are engaged in an orgy of 
instalment credit expansion. 


Quest of Inflation 
Another event has been this: 
Until recently, government offi- 
cials have publicly ignored the 


quest of inflat'on. Since the end 
of the war, thev have concerned 
themselves mostly about deflation 
and unemployment. There have 
been encouragements to demands 
for wage increases, w.th no corre- 
sponding pressure for an increase 
in productivity. As a conseauence, 
there have been increased costs 
and prices. At the same time, 
rising production has been 
hampered by labor disturbances, 
many of which could have been 
avoided bv a less 
government attitude. During the 
war, government poliev was nec- 
essarily inflationary: but since the 
war and until recently, it has also 
been inflationary. 

Not meny weeks ago, a high 
official of our government was 
reported to have said for the first 


time that we were in “some” 
danger of inflation. A masterly 
understatement, considering all 
the facts. Recently. a special ses- 
sion of Congress was called and 


one of the purposes stated was to 


take anti-inflaticnary action. We 
heave the government finally and 
officially adyitting what we have 
all known f: some time. Now 
there are sivns it is going to be 
made a political issue—there is 
goine to be an attack on inflation 
and high pr ces led by the govern- 
rent, with the requested support 
of Congress. 

This ree'ly should not be sur- 
prising. We are in an electicn 
vear and olitics will hold the 
st ie, A vsovernment which over 
the vast 14 vears has contributed 
so largely nd definitely to the 
present inflationary condition bv 
actions rot related to the war will 

“be bush engageqd in making 
others responsible and proposing 
remedies. There will be onvosing 
views of the reason the dollar has 
shrunk so much in value and the 
cures for our inflation problem. 


It will be very interesting. 
Will the Banks Be Blamed? 


What interests and should 
interest vou, in particular, is that 


me 


there may be an attempt to 
attribute the inflation to the 
banks The rate and extent of 


bank loan increase may become a 
target. There may be an official 
demand for an extension of Regu- 
lation W. The Federal Reserve 
Board may try to impose the rew 
investment controls on banks that 


it recommended to the Congress 
a year or more ago. If it does. 
probably the total and rate of | 


bank loan growth will be used in 
an attempt to create the impres- 
sion that extravagant use of bank 
ciedit by private borrowers, which 
the banks have permitted, is the 
reason for demanding these con- 
trols. It will be made in terms of 
either what the banks have done 
or may do. 

There can be no denial of the 
fact that loans have expanded 
rapidly and in large amounts. The 
level of business activitv has been 


extremely high, and there have | 


been large demands for credit | 
which has been provided by the | 
banks, The fact that bank loans | 
in all categories, except for the | 
purchase of securities, have in-| 
creased substantially may be con- | 
strued so as to suggest that the 
accelerated inflationary effect on | 
prices, so apparent to every one, | 


encouraging | 


>anks; that the banks have created 
ihe inflaton, are creating the in- 


flation, or will make it much 
worse by extending too much 
credit. 


Fortunately 
is one of the times when it will 
be very difficult to demonstrate 
that they are the primary source 


of the inflation. Today, even the 
man on the street understands 
that the inflation of monetary 
means has come from government 
spending before, during and after 
the war. It has not come from 
bank lending for speculative 
transactions in securities, on in- 


ventories or on real estate; or for 
the purchase of automobiles or 
other of the more durable con- 
sumer goods. 

In the last two years. the banks 
have been getting back into the 
lean business and out of the busi- 
ness of buying government bonds. 
They are no longer a _ principal 
agency for financing a war by the 
purchase of government debt. 
|There has been an end (we hove) 
of government deficit financing. 
Also, the government has paid 
off substantial amounts of matur- 
ing debt from surplus government 
|'balances. These factors are no 
longer inflationary, but there are 
other stimulants to inflation. 


Stimulants to Inflation 

Production of some goods has 
not yet caught up to the demand, 
and there are billions of dollars 
of government revenue being 
blaced in the spending stream. 
The billions being spent for war 
veterans, foreign aid and other 
purposes are all inflationary. This 
is money spent here to compete 
with the dollars of the producers 
who are also consumers. Prices 
of food and other commodities 
continue to rise or are kept from 
declining by government buying 
at high prices. This is compet:tion 
with the consumer for the avail- 
able supply with money acquired 
from taxes valid by 


‘these government 


for the banks, this| 


guaranties or 
the activities of government lend- 
ing agencies. 
government intends to establish 
new controls over credit expan- 
sion, it had better beg n by re- 
viewing anid restricting the gov- 


ernment-subsidized credit which 
has contributed so largely to the 


present amount of private debt. 


Hiigh Prices Mean More Borrowing 

The inflationary situation in 
prices and wages caused by gov- 
ernment policy, coupled with the 
high level of business activity, has 
made it necessary for business to 
use larger amounts of dollars than 
would have been the case prewar. 
Everything that a business has to 
use its money for costs much more 
than it did five years ago or two 
years ago. Rising prices’ of 
materials and semi-manufactured 
goods, the rise in physical and 
dollar volume of inventories, and 
the rise in sales volume have all 
tended to squeeze working capital 
positions. Therefore, it is only 
natural that the borrowing will 
be greater in amount, if there is 
borrowing, and that this situation 
will cause some non-borrowers to 
borrow. For this reason the ex- 
pans.on of bank credit, whether it 
is in commercial loans or mort- 
gage loans, has to be related to 
the difference in the purchasing 
value of the dollar. In terms of 
the 1941 dollars, or even 1945 dol- 
‘ars, it will not appear so great. 
Also, it will not appear either 
large or unreasonable if related to 


the present level of national in- 
come. 
Nevertheless, we face a situa- 


tion where there has been a large 
increase in the volume of com- 
mercial, industrial and agricul- 
tural loans and in consumer credit 
and mortgages. This does add to 





the consumer. 


the inflationary pressure. Banks 
generally are fully loaned and in- 
vested, as you can see by the 
narrow margin in excess reserves. 


} 
| They are freely using the Federal 


We are told that the tremendous| Reserve System to meet required 


eovernment budget cannot be re- 
duced, Income tax reductions are 


opposed, thereby stimulating de- 
mand for further increases in 
vages to meet further rising 
trices. Thus it appears that the 


government is provosing to fight 


a f:re which it is still feeding 
with fuel. 

New it is being suggested that 
the appropriate correction of the 
inflationary policies followed for 


14 


Of Sv 


the past years is the re-estab- 
lishment me of the wart:me 
controls and a step backward into 
the regimentation of the economy 
from which we have so recently 
escaped. 


Talk of More Credit Controls 
There is nothing in the increase 
in bank loans which has brought 


about any such situation as this. 
Nevertheless, there is much talk 
about creating more credit con- 
trols. The just issued report of 
the President’s Economic Ad- 
visers recommends “enlargement 
and aggressive use of the power 
to control the expansion of 
credit.”” In considering that rec- 


ommendation or any like it, there 
'are other factors to be taken into 
account. 

| A large part of the credit ex- 
| pansion has been the result of the 
‘activity of government-sponsored 
_credit enterprises. GI loans, FHA 
|loans and other lending by gov- 


‘ernment agencies is borrowing 
|encouraged by the easy credit 
sponsored by the government. 


| This type of credit is based pri- 
| marily on political decisions and 
|normally would not be extended 
| by the banks. But the public is 
| encouraged to demand it and the 
| banks are used as the principal 
instrument of supply, 

Every one knows that credit 
sponsored by the vovernment is 
the most freely granted credit 
available, because that is its prin- 
cipal feature. Also, if there are 
any credit abuses, government- 
sponsored credit or lending proj- 
ects will at least carry their full 


reserves by selling government 
securities to it. 

Under these conditions, it is the 
safe assumpt:-on that the Treasury 


and Federal Reserve Board will 
use any means now at their dis- 
posal to put pressure on the 


money supply. They have already 
made short-term government 
sues more attractive to encourage 
more selective lending. The gov- 
ernment balances in war loan ac- 
counts in the banks can be drawn 


is- 


down. There can be more cash 
redemption of maturing govern- 
ment issues. Reserve require- 


ments in the 50 banks in Chicago 
and New York can be increased 
from 20 to 26%. These and other 
actions can be taken. 

The real question is whether or 
not the Federal Reserve will use 


fully all of the powers already 
granted by Congress to control 
credit expansion, or fail to use 


these but use the present condi- 
tions in an attempt to impose en- 
tirely new forms of credit or 
investment control on the banks. 
Undoubtedly, there will be the 
former; and I suspect there may 
be the latter. If new controls are 
imposed, they can be_ justified 
only by a completely biased inter- 
pretation of the facts for that pur- 
pose, One thing is certain. The 
banks have not justified and will 
not justify any new controls by 
anything they do. 

I have said these things to you 
today because I am convinced that 
the only way banks can keep 
thmselves free from multiplica- 
tion of government regulation is 
by a voluntary and coordinated 
self-discipline in the conduct of 
their business which embodies a 
full recognition of the relation- 
ship of their business to the func- 
tioning of the economy; with a 
full recognition that the future 
status of banking will depend on 
right action under these circum- 
stances; and a full recognition that 
the economic strength and help of 
this country is the foundation of 


any possibility of world peace andj} past he was a partner in Green- 








share of them, Nevertheless, I 


reconstruction abroad, 


I suggest that if the! 
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grips the government securities markets. 
as prices continue on the defensive, with new lows being made 
in some issues. . . Volume has been quite light with investors 
and traders on the sidelines waiting to see what is going to happen 
next. There seems to be more confusion in the money markets 
now than there has been in many a day. The present level ot 
prices under more normal conditions would probably have rather 
well discounted impending developments. But these are not 
normal times. There appears to be a very definite move afoot 
to curb the inflationary trends, especially in loans and in so doing 
someone is likely to be hurt. 




















Uncertainty _ still 


One of the casualties of the conflict could very well be the 
government securities market, that is, if the powers that be are 
intent upon halting the upward spiral of loans. ... But of course 
there are no assurances that this will take place because there 
are so many factors that will have to be taken into consideration, 
not the least of which is the political one. ... This could have 
an important influence upon how far the restrictive measure 
would be carried because in the coming year important elections 
will be held, and no political party has been overly successful 
with sharply declining business conditions. .. . 


LOAN SPIRAL 


On the other hand, continuation of the boom with sharper ad- 
justments that will surely follow would have a very adverse effect 
upon the whole economy... . This begs the question as to how the 
spiral of loans, which are creating deposits and purchasing power, 
can be ended without forcing prices of Treasury obligations down, 
through higher interest rates, brought about mainly by quantitative 
credit controls. Debt retirement, such as is now taking place 
through the redemption of certificates and bills held by Federal, 
curtails the ability of the banks to make loans. ... However, sales of 
Treasury obligations by the deposit institutions offset this action of 
the authorities, because reserves are created that can be used to 
make loans. 


QUESTION 


Federal would have much greater control over the member banks 


if they were borrowing on eligible paper in order to get needed 
reserve balances. But discounts and advances are not large 
enough to mean very much, so an increase in the rediscount rate 


would have no important effect upon the inflation trend until these 
borrowings have reached much more substantial proportions than 
they are now. How can discounts and advances be built up, as 
long as the member banks have government securities that can be 
sold and Federal continues to buy them at levels that do not inflict 
too heavy penalties upon the seller? 


UNCONCERNED 

The monetary authorities are showing no apparent concern over 
the down trend in prices of Treasuries, but despite this aloofness, it 
is believed that some attention is being given to the trend of prices, 
because the decline has been precipitous than has been an- 
ticipated in most quarters. ...If the Federal Reserve authorities are 
not too much concerned about quotations of government securities, 
it seems as though the Treasury should have more than a passing 
interest in what has been taking place. 


more 


In 1948, more than $6 billion of government bonds, with high 
coupons, mature or are callable and a dropping market will not 
simplify the refunding operation. . Also consideration is 
probably being given to the mountain of demand obligations that 
could be cashed if holders were scared by declining government 
security prices .... European aid might call for some financing 
next year and these funds would be easier and cheaper to obtain 
in a stable market.... 


MARKING TIME? 


If there should be differences of opinion between the monetary 
authorities on the government market, the Treasury could support 
its own bonds by buying them in the open market. . This would 
not be inflationary because the funds that would be used would come 
frcm taxes. ... It would be just a shift of deposits. ... There is no 
doubt that the closer long-term government bonds get to 100, the 
greater is the likelihood of important happenings taking place. ... 
EYES ON CONGRESS 

The coming session of Congress could have a distinct influence 
upon the money markets and Treasury security prices in particular, 
because of new powers that will probably be asked for by the mon- 
etary authorities. . . . Controls over inventory, consumers, personal 
and real estate loans might be sought by the powers that be, and if 
obtained could change quite completely the course of action of the 
money managers. Direct controls over loans would probably 
mean the end of the quantitative restrictive measures now being used 
by the powers that be. . . . Production loans would most likely be 
stimulated in order to increase the supply of needed goods. . 


It should not be too long before some straws are in the wind 
as to what may be expected from the Congress on credit controls. 





Don L. Greenwood With 
Paine, Webber, Jackson 


(Special to THE FINANCIAL CHRONICLE) } 


LOS ANGELES, CALIF.—Don | 
L. Greenwood has become asso- 
ciated with Paine, Webber, Jack- 
son & Curtis, 626 South Spring) 
Street. He was formerly Beverly 
Hills manager for Sutro & Co. 
Prior thereto he was with Merrill 
Lynch, Pierce, Fenner & Beane 
and Schwabacher & Co. In the 


Joins Brashears Staff 
(Special to THe FINANCIAL CHRONICLE) 
LOS ANGELES, CALIF.—Car- 

men P. Renna has joined the staff 
cf G. Brashears & Company, 510 
South Spring Street. 


With F. H. Breen & 





Co. 


(Special to THe FINANCIAL CHRONICLE) 


LOS ANGELES, CALIF. 
|Robert B. Jacobs and Raymond 
|G. Smith are now connected with 
'F. H. Breen & Co., 
| Grand Avenue. 


609 South 


wood, Bennett & Co. 
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President’s Committee Reports on Foreign Aid| 


(Continued from page 16) 


ciples is an essential condition to 
continued aid but this condition 
should not require adherence to 
any form of economic organization 
or the abandonment of plans 
adopted in and carried out in a 
free and democratic way. While 
this Committee firmly believes 
that the American system of free 


rightly em- 
need for. scaling 
down restrictions on trade be- 
; tween countries. But the reduc- 
| tion of tariffs is of litthe moment 
iif exchange controls and other 
controls have to be maintained 
indefinitely. Whatever one’s atti- 
tude toward planning and free en- 


The Paris 
| phasizes the 


report 


enterprise is the best method of/terprise may be, there is all but 


obtaining high productivity, 
aid program should be used as a 
means of requiring other coun- 
tries to adopt it. The imposition 
of any such conditions would con- 
stitute an unwarranted interfer- 
ence with the internal affairs of 
friendly nations. 

The goals which the European 
governments have set for them- 
selves and with which our gov- 
ernment may legitimately concern 
itself are conditioned by the 
mature of the European economic 
problem. The reasons for the in- 
ability of Western Europe to bal- 
ance its accounts with the rest of 
the world at the present time are 
generally understood and are ably 
analyzed in the CEEC (Commit- 
tee for European Economic Co- 
eperation). Western Europe is 
eut off from the food and sup- 
plies which flowed from Eastern 
Europe before the war. Foreign 
investments and shipping reven- 
ues have been lost. The cost of 
essential food and raw material 
imports have risen and are still 
rising. 

European Expansion Held Need 


To overcome these disadvan- 
tages European production must 
expand well above prewar levels; 
yet in important industries, espe- 
cially coal mining, and important 
areas, especially Germany, it is 
lagging badly. 
of all competent observers that 
these troubles flow from an acute 
shortage of working capital and 
from the serious disintegration of 
organized economic life rather 
than from wartime physical de- 
struction. Working capital in the 
form of fuel, raw materials, and 
food, is needed to sustain Europe 
until its production is built up. 
Some capital equipment is needed 


to further the rehabilitation of in-| 


dustry An effective restoration 
of the purchasing power of money 
is essential to the resumption of 
ordered economic life. 

The Paris report cannot be 
praised to highly for its empha- 
sis on this point. It clearly states 
that Eusopean production can ex- 
pand only as currencies and ex- 
change rates are stabilized, as 
budgets are balanced, and as trade 
barriers are reduced. Postwar 
experience has abundantly proved 
that it money demand is vastly in 
excess of the supply of goods, the 
effects of “repressed 
are almost as bad as the disease 
itself. Germany is merely the 
most horrible example of an at- 
tempt to restore economic life 
without giving people a money 
they can trust. In this situation, 
the rapid spread of black markets 
undermines the respect for le 
Normal monetary incentives cease 
to operate. The worker has no 
just reward for his labor and the 
farmer refuses to sel! his produce. 
Resources are dissipated. Trade 
degenerates to barter. Controls 
tend to become self-perpetuating. 
Achievement of monetary stabil- 
ity would allow a gradual restora- 
tion of normal incentives and a 
gradual return to a system where 
individuals, and enterprises, both 
public and private, can operate 
in markets. It would also aliow 
the stabilization of exchange rates, 
which is all but impossible so long 
as inflation proceeds apace. It is 
obvious that this situation makes 
balance of payments problems 
that much more difficult. The 
Committee believes that in the 
near future some adjustment of 
exchange rates must be made. 
The prelude to that is internal 
monetary reform. 


ur 
Ve 


it | 
does not believe that any foreign- lnomic 


universal agreement that true eco- 


recovery depends on 
releasing the energies of indi- 
viduals and cutting down on 
time-consuming regulation of pro- 


duction and distribution. 


Ill, NEEDS AND CAPACITIES 
In emphasizing these points, the 
Committee is simply making ex- 
plicit the principles that are im- 
bedded in the Paris report. It 
does not wish to imply that con- 
fidence in currencies can be re- 
stored without increased produc- 
tion abroad combined with sub- 
stantial injections of American 
aid. It believes that the need for 
holding inflation in check in this 
country and in Europe bears di- 
rectly on the magnitude of the 
aid we can and should extend. 
The Committee found little evi- 
dence that the goals set at Paris 
to restore standards of living 
were excessive in terms of basic 
necessities. Even if all the esti- 
mates submitted at Paris were to 








It is the judgment} 


go through as planned, Europeans 
would not be eating as well in 
1951 as they ate in 1938. If food 
were available, it would pay to 
meet these estimates in full in the 


interest of political stability. This! 


,) 


is especially true in the case of 
Western Germany, where more 
food is essential to secure more 
coal production and the revival 
of an economy now obviously on 
dead center. 

The Committee, however, is not 
convinced that the participating 
nations at Paris were wholly re- 
alistic in their plans for capital 
expansion. On the first point, it 
is obvious that if Europe is to 





inflation” | 


be revived and made self-sup- 
|porting —if our aid program is 
not to degenerate into just an- 
other relief program — the Euro- 
|}pean nations will have to re- 
habilitate their capital plant. But 
/it cannot be too strongly stated 
i that the process of investment and 
capital formation imposes a severe 
strain on the country undertaking 
it. It means the intreduction of 
money income into the economy, 
with no comparable output of 
consumer gvecds to sop up this 
purchasing power. This process is 
highly inflationary. To the degree 
that capital goods are sent to Eu- 
rope from the United States, it is 
| true, the strain is transferred from 
European economies to our own. 
Nevertheless, the secondary ef- 
fects of large capital programs not 
be overlooked. 





Coal Output a Major Factor 


| At the present time, gross in- 
| vestment in the United States 
running at about 17% of total 
national product at the height of 
a boom. Some of the European 
nations have attempted to exceed 
this rate. It seems unlikely that 
European nations can prudently 
afford to sustain capital forma- 
tion on as large a scale as they 
have planned. What this means, 
in effect. is that housing programs 
and capital development may 
have to be slowed down until 
European recovery is much more 
advanced than at present, 

In addition the program writ- 
ten at Paris may have to be 
modified by a_= shift in the 
amounts going to the separate 
countries. As this shift is made, 
we believe that the amount of aid 





allotted to Germany may have to | 


be higher than was set at Paris. 
This Committee wishes to state 
emphatically that the overwhelm- 
ing interest of the United States 
is to prevent the resurgence of 
an aggressive Germany. The fears 
of neighboring nations are thor- 


is | 


cughly understandable. On the 
ted that the revival of Ruhr coal 
output, along with the increase 
in British coal output, is the crux 
of the problem of getting Western 
Europe back on its feet. Apparent 
|savings to the American taxpayer, 
| accomplished by spending too lit- 
tle money on Germany, have thus 
far been more than offset by the 
consequent deterioration of the 


general European economic situa- | 


tion. 

The final determining factor in 
| the size of a prudent program is 
the availability of commodities in 
this country. The Committee has 
canvassed such availability in de- 
tail. At the Paris Conference, it 
was concluded that the Western 


the food resources to supply all 
of the estimated needs. As against 
estimated need for 35 
tons of grain, the Paris Con- 
ference conceded that 25 million 
tons was the maximum which 
could be obtained from the out- 


coming from the United 
States. In 1947, the United States 
will probably export some 15 
million tons of grain with about 
§ million tons going to Europe. 
In view, however, of the poor 
American cora crop and the lack 
of fall rains, only a most favor- 
able crop year in 1948 would 
make any such performance pos- 
sible. 


Scrap in Short Supply 


With a number of other 
modities, the situation is only a 
little less stringent. Steel and the 
steel-making materials, especially 
scrap, are in particularly short 
supply in the United States. Be- 
it is a basic industrial 


tons 











| cause 


material, the effects of this short- | 


'age are pervasive. Coal exports 


jata high rate are possible, though 
i are impcs'ng a strain on the 


United States transportation sys- | 
few | 


tem and there may be a 
shortages in the coming winter. 
The margin between supply and 
demand of petroleum products is 
| very narrow in this country, The 
European countries do not expect 
to import this commodity from 
the United States in volume, but 
ithe shortage, like 
products, is worldwide. 
little likelihood that these re- 
be met. 

The situation is much the same 
in regard to most of the items 
European nations need. In the 
middie of an agricultural boom, 
the demand ot American farmers 
for farm machinery is well 


coal 
and 


machinery, 

high rate 
operators 
machinery 


As to mining 
output is at a 
American mine 
buying as much 
they can obtain. 
equipment of all kinds is per- 
haps the tightest industrial item 
}of all. The story is much the same 
|for certain of the basic raw ma- 
| terials. 

These remarks do not 
that the United States. can do 
little toward the rehabilitation of 
Europe. European 
and private firms have placed 
large orders in the United States 
for industrial equipment. A vol- 
untary food conservation § pro- 
gram has been initiated to make 
food available for export. In spite 
of shortages here, manufacturers 








ery are voluntary maintaining ex- 
ports. If funds were available to 
finance European purchases and 
|if European requirements were 
known in detail, exports could at 
least be maintained and in many 
cases stepped up. In _ over-all 
terms, a foreign aid program 
would not even require the main- 
|tenance of present rates of ex- 
‘ports. The conclusion that does 
prove tue from the examination of 
| particular markets for particular 
/commodities is that supply will 
| be a limiting factor in many cases 
/and that many European require- 
‘ments cannot be met in full. 





other hand, it is generally admit- | 


Hemisphere simply did not have | 


com- | 


that of steel | 
There is | 


quirements set forth at Paris can 
of machinery and equipment the | 


be- | 
vond the capacity of the industry. | 


are | 
as | 
Heavy electrical | 


imply | 


governments | 


of automobiles and farm machin- | 


| IV. THE MAGNITUDE OF 
AMERICAN AID 


On the 


mates of European imports and | 
exports, the Committee calculates | 


that the cost of the European aid 
program to the Government of 
the United States would be about 
$5.75 billion for the first year, 


and between $17 and $17 billion | 
for the whole program here sug- | 


gested. 

These figures are not compara- 
‘able to those contained in the 
Paris report. The latter are esti- 
mafes of the deficit the partici- 
|pating European countries would 
incur in their trade with the 
Western Hemisphere. They meas- 
ure the margin by which the Eu- 
| ropean countries expect their pay- 
ments in dollars for goods and 
services imported from the West- 


AL] 'ern Hemisphere to exceed their 
million | P 


receipts in dollars. 
The Paris estimates of imports 
have had te be revised down- 


| ward, mainly on the grounds of 
| unavailability of goods. 
side world with about 9 million | r s gende 


To the 
extent of this revision the esti- 
mated cost of the program was 
also reduced. At the same time it 
was necessary, on grounds of real- 
ism, to revise downward the Eu- 
ropean estimates of exports and 
| to modify the figures in a number 
| of other ways which increase the 
|cost. The result was an estimate 
| by the Committee that the bal- 
j}ance of payments deficit would 
| be $1 billion to $1.5 billion lower 
|in the first year and possibly as 
'much as $5 billion lower for the 
| whole plan than that contained 
in the Paris program. 

| The Committee’s estimate of 
| the cost to the United States Gov- 


ernment is a smaller figure than | 
First, a} 
the | 
part of the program that can be| 


' the foreign trade deficit. 
deduction must be made for 
financed through the Internation- 
al Bank. Second, there may be 
private financing. Third, a large 
part of the European deficit with 
the American Continent is 
In its interest, the 


| States. own 


| United States will probably have | 


funds to cover a part 
but we should 


iH in fall. 


to supply 
of this deficit 
have to finance 


the United States Treasury. 


ures for the cost to the United 
States Government vith what the 
| United States has been doing for 
Europe in the past. 
nual rate of withdrawals on the 
British loan was about $2.6 
lion. In addition, in the first half 
of 1947, the rate of withdrawal on 
| other European aid programs—re- 
lief, UNRRA and special grants— 
was about $2 billion. In 1947 
the United States assumed only 
| half of the cost of German occu- 
pation, but in 1948 it seems likely 
that it will have to assume the 
| whole burden, amounting to about 
| $1 billion. 
When factors are 
| taken into account, the program 
of aid proposed for i948 proves 
to be a moderate increase on what 
the United States has in the 
cent past been spending in Europe 
|} and what will probably have to be 
| expended in Germany in any case. 
| In addition the program calls for 
| increased lending operations by 
ithe International Bank. 

| Looking to the years beyond 
| calendar 1948, the Committee em- 
| phasizes that any estimates are 
altogether speculative. The Amer- 
| people have an understand- 
able interest in trying to ascertain 
the drain on their resources in 
the future. But it is totally im- 
possible, and indeed unwise, to 
attempt to calculate this with ac- 
curacy. The Paris conference sug- 
gested that the total European 
foreign exchange deficit for the 
four-year period 1948-51 would be 
about $22 billions. The Commit- 
tee’s estimates range from $17 to 
$23 billion. When deductions are 
made for various types of financ- 


all these 





basis of revised esti- | billion. 





with | 
countries other than the United | 


not | 


When | ae 
allowance is made for these de-| @ependent agency be set up in the 


ductions, the resulting figures are | 
those given above for the cost to} 


It is helpful to compare the fig- | 


; | 
Before the 
run on sterling in July, the an-j} 


bil- | 


| hoard 
/only to establish and adjust gen- 


re= | 





ing, the range of possible appro- 
priations would be $12 to $17 
But the Committee can- 
not emphasize too strongly that 
any aid extended to Europe must 
be on a year-to-year basis. It 
must be subject to constant, vig- 
ilant review of the Congress. 


V. FINANCE AND 
ADMINISTRATION 

to carry out a prudent 
program in 1948 entails the exe- 
cution of certain fundamental 
policies on the part of the United 
States Government and the most 
careful administration. The Com- 
mittee believes that any aid to 
Europe offered by the United 
States should be financed out of 
taxes, not out of borrowing. The 
maintenance of a surplus in the 
United State Treasury is a neces- 
sity in this inflationary period. 

A foreign aid program will re- 
quire means to make available 
goods that are in short supply. 
Voluntary measures should be re- 
lied upon wherever possible. If 
and when they are not, the gov- 
ernment will probably require au- 
thority to set priorities in order 
to insure the availability for ex- 
port of limited amounts of the 
items most critically needed. It 
might also have to issue limited 
orders to control consumption of 
critical materials such as those 
still in effect for tin. Especially 
in the field of food it might be 
necessary to use the device of re- 
quiring that limited quantities be 
set aside for export. 

It must be emphasized that 
these suggestions apply only to 
the foreign-aid program and not 
to the broad problem of inflation. 
The committee is convinced that 
inflation is a serious deterrent to 
the stability of the American 
economy, but any consideration of 
a program to control inflation 
would have been beyond its com< 


Even 


| petence and its terms of reference. 


The Committee is convinced 
that the administration of the 
program is of primary importance 
Lecause it will be necessary, for 
reasons given above to adjust the 
program as it goes forward. To 
insure unity of administration, it 
is recommended that a new in- 
Federal Government. The head 
of this agency should be appointed 
-y the President and confirmed 
y the Senate. A board of direc- 
tors should be appointed, repre- 
senting the departments of Gov- 
ernment concerned with the pro- 
gram, including the Secretary of 
State and such other persons as 
the Congress may see fit to add, 

The head of the new organiza= 
tion should be chairman of this 
which should have power 


cral policies within the framee- 
work of Congressional action. 

The opevating decisions should 
be made by the head of the new 
crganization, but it will be neces- 
sary for him to work out effective 
ineans for cooperation with the 
State Department concerning 
these major decisions which have 
zn important bearing on the for- 
eign policy of the United States, 

The closest possible relations 
should be maintained between the 
new organization and the Con- 
gress. This is a question to be 
solved by the Congress, but we 
suggest it might be done by a 
speciai joint committee created for 
this purpose, as in the case of the 
Atomic Energy Commission. 

The new organization must have 
a chief representative in Europe, 
reporting directly to the head of 
that organization, and responsible 
to him, to deal with the continu- 
ing committee set up by the par- 
ticipating countries, and also to 
coordinate the activities of the 
various local representatives of 
the organization in those coun- 
tries. In addition, representatives 
will be needed in the different 
countries. They will have to re- 
port to and be under the direct 
control of the head of the new 
organization. But they should 
keep the Ambassadors in the ree 
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spective countries informed 
their communications. In all cases 
where there is necessity for tak- 
ing up important matters with 
Governments, it should be done 
by the Ambassador to the end 
that there will be only one dipio- 
matic representative of the United 
States in these countries. Due to 
the need for flexibility in the pro- 
gram, the Committee recommends 
that the corporate form of organ- 
ization be given careful consider- 
ation. 
VI. SUMMARY 

The basic conclusions of the 
President’s Committee on Foreign 
Aid may be summarized as fol- 
Jows: 

(1) The hope of Western Europe 
depends primarily on the indus- 
try and straight thinking of its 
own people. 

(2) The United States has a 
vital interest—humanitarian, eco- 
nomic, strategic and political—in 
helping the participating coun- 
tries to achieve economic recov- 
ery. 

(3) The aid which the United 
States gives will impose definite 
sacrifice on this country. 

(4) The magnitude of Western 





Europe’s deficit with the Ameri- | 


can Continent in 1948 will be of 
the order of $7 billion, but when 
all possibilities of financing are 
taken into consideration, the ap- 
proximate need for appropria- 
tions past and future to cover 
the calendar year of 1948 may be 
on the order of $5.75 billion. 


(5) The extension of such aid, 
now or in the future, calls for 
anti-inflationary fiscal policies on 
the part of this country, and a 
new agency to administer the aid 
extended. 

As a final word, both on the 
magnitude of the program recom- 
mended and on the policies out- 
lined, it is well to bear in mind 
that success depends on giving 
way neither to over-optimism or 
to undue pessimism. It one 
thing to propose a program, it is 
another to see it through. Thr 
immediate months and_ indeed 
years ahead are not apt to be 
easy either for this country or 
for the European nations. It is 
not wise to underestimate the 
steepness of the climb. 

By the same token, however, it 
essential to maintain perspec- 
tive. The years following World 
War I were years of intense dis- 
location and dissolution both at 
home and abroad. Yet, by 1924, 
‘Europe, which seemed totally dis- 
organized in 1919, was well on its 
way to recovery. Even more in 
point would seem to be the war- 
time experience of this nation and 


is 


is 


other democracies. In 1940, it 
seemed inevitable that a large 
part of what we call Western 


civilization was irreparably lost. 
In late 1941, following Pearl Har- 
bor, the fortunes of this nation 
were at an all-time ebb. Yet four 
years later, complete victory had 
been gained, American arms stood 
triumphant in the East and in 
the West, and it was obvious that 
the United States had entered 
into a new period of power, pres- 


tige, and responsibility. The fol- 
lowing years’ have contained 
many disappointments. Wartime 


alliances have melted away. Yet 


in history has there been more 
need for Western Europe and the 
United States to stand firmly to- 
gether. And who will say that, 
if we apply to the making of the 
peace the same spirit which tri- 
umphed in war, we may not see | 
an equally dramatic vindication 
of the ideals and principles of 


free men, everywhere? i 


of | 
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The Outlook for National Income 
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and manpower and lack of effec- 
tive competition. 

Any serious weakness develop- 
ing elsewhere in the economy 
would tend to revive the hope 
that more favorable terms could 
be got by delaying construction 
projects. Any resulting decline 
in activity, however, plus any 
lessening of demand from other 
segments of the economy, would 
release additional materials and 
manpower. It would also mean a 
shift from _ sellers’ markets’ to 
buyers’ markets all along the line 
from ultimate raw materials to 
finished product. The realization 
of those more favorable conditions 
would tend to revive projects 
which are now dormant. 


Inventory Accumulation 
Inventory accumulation, which 
is the third category of business 
capital outlays, reached a peak in 
the second half of 1946 when the 
increase in the book value of 
business inventories was at the 
annual rate of over $15 billion. 
Part of this reflected increased 
physical quantities and part re- 
ilected the higher cost of replac- 

ing the same physical stocks, 
This peak was followed by a 
wave of caution, particularly on 
the part of retailers, in the Spring 


of 1947. Inventory accumulation 
continued in the aggregate, but 
for the first half of the year it 


was at only about half the rate of 
the preceding six months. 

There are at least two reasons 
why the drop in this necessarily 


temporary and volatile demand 
did not precip:tate any general 
decline. First. it came at a time 


when inventories had not vet been 
built up to a dangerously high 
level. They were still generally 
below rather than above the pre- 
war relation to sales. There was 
little busis for any general and 
drastic inventory liquidation. 

The second reason was that the 
decline in inventory accumulation 
was offset elsewhere—in the un- 
derlying strength of the deferred 
demands for durable goods, in the 
second round of wage increases 
which stimulated consumer buy- 
ing, but most notabiy in the ex- 
pansion of exports, 


When the expectations under- 
lying the cautious buying failed 
to materialize there was a new 
wave of forward ordering, par- 


a ticularly he . ‘iere. 
it is safe to say that at no time! phe cteticn; the part of retailers 


The statistics are not yet avail- 
able, but it looks as though the 
further accumulation in the cur- 
rent six months would be at least 
as great as in the first half of the 
year. 

By the end of 1947 total busi- 


ness inventories will be roughly 


$50 billion. This compares with 
$42 billion at the end of 1945 and 


$32 billion at the end of 1945. 
Granting that much of the in- 
crease is due to 


those inventories will be more 
vulnerable than a year ago. There 
will be less reason for further 
additions and more reason to 
postpone buying whenever there 
are doubts as to the outlook for 
business or prices, 

It would be foolish to attempt 
to predict just how long and to 
what extent inventory accumula- 
tion will continue. This segment 
of the market, however, is a po- 
tential source of weakness in 1948. 


Export Markets 


Net exports of gocds and serv- 
ices, which are the third of our 
four markets, were already at the 
high annual rate of $5 billion in 
the last half of 1946. In view of 
the limited quantities of gold and 
dollar exchange available to for- 
eign countries to pay for those 
exports, any large further in- 
crease seemed unlikeiy. This con- 
clusion underestimated the urg- 
ency of the needs, made more so 
by the extraordinarily severe 
Winter in Europe. Also, as do- 
mestic buyers grew cautions more 
goods were available for export. 
The annual rate in the first half 
of 1947 was $10 billion. This ex- 
pansion served to offset the lower 
rate of inventory accumulation. 

Ultimately, the shortage of dol- 
lar exchange was felt in added 
restrictions on imports from the 
United States. Our net exports 
declined almost one-third  be- 
tween the second and third quar- 
ters and the fourth quarter will 
probably be even lower. This, 
however, has not relieved the in- 
flationary pressure On our econ- 
omy because it coincided with 
another wave of domestic buying 
for inventory. 

The future of the export mar- 
ket depends on the size of any 
foreign aid program, Whether 
this aid shows up in the national 
accounts as government expendi- 
tures, or as exports financed by 
loans, its over-all economic effect 
will be pretty much the same. It 
will take substantial additional 
aid, however, just to maintain the 
current rate of net exports in 
1948. 

Contrary to the anticipations of 
many people, foreign aid does not 
look like a source of additional 
demand for the total national out- 
put in 1948. It can, however, be 
important in some commodities. 





Consumer Expenditures 


Consumer expenditures provide 
the fourth and by far the largest 
market for the national output. 
Having risen from an annual rate 
of $118 billion in the first half of 
1945 to $151 billion in the last 
half of 1946, these expenditures 
have increased another 10% in 
the last year. This uninterrupted 
rise is explained in part by the 
rise in personal income and in 





higher prices,|a larger share of that income, 


part by the willingness to spend 


Changes in personal income are 
to a large extent the result rather 
than the cause of changes in the 
value of national output. The 
amount that the individual has to 
spend, however, is determined in 
part by tax rates and by so-called 
transfer payments which are not 
earned in current production. 

A notable example of these 
transfer payments is the payment 
of terminal leave bonds beginning 
in September, 1947. There were 
$1,800 millions of these bonds out- 
standing, of which approximately 
half were cash in the first month. 

Both the amount and the rate 
of redemption are approximately 
the same as the soldiers’ bonus in 
1936. It looks as though the eco- 
nomic effect would also be simi- 
lar—except that it is relative to a 
larger national output. 

The actual spending of this non- 
recurrent income will be spread 
over some months. Even so, it is 
large enough to be an important 
factor. It puts more buying power 
into the hands of consumers when 
they were already prepared to 
buy more than could be produced. 
This spending soree will have its 
aftermath in 1948. 

The effect of the government’s 
fiscal position on the disposable 
income of individuals can be im- 
portant in other’ ways. High 
taxes have operated to limit ex- 
cess demand and thereby prevent 
an even greater increase in prices 
than has already occurred. Any 
cut in tax rates in 1948 will put 
more buying power in the hands 
of the public. 

If or when there is a substan- 
tial decline in national output and 
income a substantial part of the 
difference will come out of busi- 
ness and personal] taxes. At the 
same time, unemployment bene- 
fits will increase automatically 
and other expenditures, such as 


there was some hesitation in com 
struction. Forward buying wae 
curtailed, prices leveled off ané 
there was some decline in indus 
trial production, 

The readjustment proved short 
lived primarily because of the 
unexpected strength of export 
demand. By mid-year, buyers, 
whether of retail merchandise or 
construction projects, began te 
take the attitude that they coul@® 
not afford to wait for lower prices 
which were not yet in sight. They 
became impressed with the 
urgency of European needs. Later, 
the redemption of terminal leave 
bonds was voted and the short 
corn crop aggravated the rise @m 
living costs with repercussions 
which could easily be anticipated. 

We are now experiencing the 
results of that reversal of pre= 
viously cautious buying attitudes. 
In the aggregate, the four mar- 
kets are still sufficient to take al® 
the country can produce and te 
maintain the upward pressure of 
excess demand with the resulting 
spiraling of prices, costs and in- 
comes. Fundamentally, this spir- 
aling stems from the willingness 
and abilitv of buyers to pay the 
higher prices to get what they 
want. 

The ease with which added costs 
‘an be passed along in higher 
prices has nermitted and encour= 
aged inefficiencies and non-essen—- 
tial costs which would not be 
tolerated under more competitive 
conditions. It has permitted an@ 
encouraged wage increases which 
not only add to costs. but also put 
still more buying power in the 
hends of the public. It has re- 
sulted in high vrofits, including 
the profits of unincornorated busi- 
ness anda farmers, with much the 
same effect. 


There are no immediate signs 





the cost of farm price supports. 








will tend to rise. The net effect 
will be to cushion the decline be- 
cause the value of goods produced 
will go down faster than the in- 
comes left to buy them. 

The willingness of consumers to 
increase their expenditures rela- 
tive to their income has been an 
important source of additional de- 
mand contributing to the rise in 
national income over the last two 
years. Total consumer expendi- 
tures have already risen from the 
wartime low of about 75% of dis- 
posable personal income to over 
93%. Wedo not know how much 
higher they may so under the 
pressure of deferred demands and 
accumulated savings, but the pos- 
sibilities seem limited. 

The normal ratio in good pre- 
war years was somewhere around 
95%. Part of the balance in con- 
tractual savings such as_ insur- 
ance and mortgage amortization 
and part is the earnings of un- 
incorporated businessmen which 
have been reinvested in_ their 
business and therefore are not 
available for personal consump- 
tion. 

Since the end of the war the| 
percentage of income spent for 
cone category of expenditures after 
another has reached a peak and 
leveled off or declined. The only 
major items which consmers 
would take in substantiallv larger 
quantities if available today are 
automobiles and housing. 

The potential increase in auto- 
mobile production over the next 
vear would permit consumers to 
increase their expenditures for 
this item by less than 2% of their 
total income. The possible in- 
crease in housing expenditures 
if rent controls should be com- 
pletely removed will be a little! 
greater. Presumab'v, however, 
any such increase will be, in part, 
at the exvnense of some reduction 
in expenditures for other things 
such as food, 





Summary of Year’s Developments 
To summarize the vear’s devel- 
opments, the decline in the rate of | 
inventory accumulation which! 
was anticipated at the last Con-| 
ference did occur in the Spring. | 
Equipment outlays leveled off and’ 








of the end of this boom. The wave 
of renewed buying which begam 
around mid-vear is still continu- 
ing. The full effect of the cash- 
ing of terminal leave bonds has 
net yet been felt. There is dan- 
ger of another round of wage in- 
creases which, however reason— 
able or logical in the warticnular 
instances, will add a further fillie 


to the spiral of rising incomes, 
costs and prices. 
It is also clear. however. that 


the economy will be more vulner- 
able to a readiustment from boom 
conditions in 1948 than it has been 
in 1947. The next time business— 
men vsrow cautious. as thev did 
last Spring, inventories will be 
larger—thereby making it easier 
tn postpone additional buving. 
The remaining deferred demandes 
will be less urgent. Even with 
foreign aid. the situation in the 
Spring of 1947, when the sharo 
increase in exports minimized the 


readiustments elsewhere, is not 
likely to be repeated. 

Tt would be foolish to try te 
yredict just when the down- 


It may not han 
pen at all in 1948. Tf if does occur 
in 1948 it is not likely to be @ 
maior recession. As yet there is 
little. if any, of the overbuilding 
which characterizes the end of a 
capital goods cycle. 

While a decline in national in- 
come is quite possible beginning 
sometime in 1948, the year as 2 
whole is not likely to compare toe 
unfavorably with 1947. For the 
year 1947 the national income wi 
be over $200 billion. At the be+ 
ginning of 1948 it is likely to be 


turn will occur. 


even higher. A substantia] de- 
cline, beginning early in 1948, 
would still leave the year as @ 


whole only moderately below 


1947, 
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What the Marshall Plan Involves 


(Continued from page 4) 
then that to save the world we 
must pour out unlimited lend- 
lease money to Russia, as now we 
are told we must pour out un- 
limited sums to defeat Russia. We 
gave them billions in goods under 
lend-lease without a _ condition 
looking to their behavior in the 
postwar world. We seemed to 
feel that we had to pay Stalin to 
keep him in the battle against 
Germany and we accepted his 
view of military strategy and at- 
tack. With the aid which we 
were giving him he took over the 
Balkans, leaving us to conduct 
the war against Germany. 

When we could have occupied 
all of Germany we stopped our 
armies and even withdrew from 


territory actually occupied in bat- | 


tle. We turned over Berlin and 
Eastern Germany to the Russians, 
which gives them the ability to 
dominate by force the great coun- 
tries of Eastern Europe. President 
Truman and Secretary Marshall 
approved the policy of Teheran. 
Yalta and Potsdam and partici- 
pated in it. Are we to accept their 
judgment on foreign policy today 
withcut the most critical analysis? 

To a certain extent the Admin- 


pressure propaganda without care- 
ful consideration, that they were 
junsuited to the purpose, that 
|proper conditions were not im- 
posed, that the sums were ex- 
icessive, and that a large part of 
|'the money was wasted. They have 
‘not only financed excessive ex- 
;ports from this country and thus 
|increased prices, but they have 
scattered more dollars around the 
| world which are yet to come back 
'to exchange for our products. 

| The Administration can’t get 
|}away from the New Deal principle 
| that government spending is a 
| good thing in itself. They so over- 
|drew the picture to convince our 
| people that these grants were en- 
_tirely for our own benefit that 
| even the Europeans came to be- 
lieve they were conferring a favor 
‘On us by accepting our loans— 
| that we had to export to prevent 
a depression. It is our Treasury 
and our State Department who 
|invented the fallacy of a “dollar 
| Shortage” for which they imply 
ithe American people are respon- 


| sible. 


| 

| I have peer in a number of 
| States from the Pacific to the At- 
|lantic Coast during the past two 


i'months. I know what the public 


no doubt that the tremendous rate 
of exports in 1947 played a ma- 
terial part in the increase in 
prices we have seen during this 
year. The exports of goods and 
services this year have been at 
the rate of more than $19 bil- 
lion per annum, balanced by a 
rate of only $8 billion dollars of 
imports. The excess of exports 
over imports, therefore, has been 
at the rate of more than $11 bil- 
lion. To the extent that this ex- 
cess has been balanced by budge- 
tary items covered by taxes, it 
does not increase the total pur- 
chasing power in the United 
States, but it has only been so 
balanced to the extent of about 
$5 billion. The other $5 or $6 bil- 
lion is inflationary, whether it 
comes from dollar balances accu- 
| mulated by foreign countries dur- 
| ing the war, or from other means 
| of financing. 

| It is quite true that the price 
'situation today is largely due to 
ithe tremendous income within the 
| United States — to the fact that 
the American people are better 
‘off than they have ever been be- 
ifore. But the income of our peo- 
| ple is practically balanced by pro- 
'duction. When we impose on top 





istration is trying to cover its | attitude is about further loans to/ of this balanee $20 billion of for- 


faults by pointing to the bi-par- 
tisan foreign policy. Most people 
do not realize that that policy had 
nothing to do with Teheran, Yal- 
ta or Potsdam. It has extended 
only to Senator Vandenberg’s 
participation in the formulation 
of the United Nations’ charter, 
In negotiations with European | 
nations regarding peace in Eu-| 
rope, in the regional agreements 
with South American nations and | 
a few other subsequent policies. 
In these fields Senator Vanden- 
berg has taken the lead and ac- 
complished results which could 
never have been reached without 
his force and sound judgment. 
but in most other fields of for- 
eign policy he was not consulted 
until the policy itself had been 
formulated. 


World Bank and Fund Ineffective 


In 1945, with a blare of trum- 
pets, we were told that the eco- 
nomic problems of the world 
would be solved by the Interna- 
tional Bank and the International 
Fund, at a cost to the United 
States of six billion dollars. 1 
this was done, we were told by | 
the Treasury Department, loans 
to Great Britain would be wholly 
unnecessary. As I said at that 
time, the Fund was utterly un- 
suited to the problems of the 
world at that time. It is now only 
serving the purpose of distribut- 


ing a few billion dollars around | 


the world reference to 
merit or to need. These dollars 
are coming back to the United 
States to force our prices up. 

In spite of the Treasury Depart- | 
ment we were soon faced with a|f 
$4 billion British loan. Again we | 
were told it was necessary 13 save | 
the world and would surely do so. | 
Britain itself did not require so | 
much for exports from the United 
States, but the loan was to make 
sterling a medium of world ex- 
change and _ re-establish world 
trade. Today the loan is nearly 
gone and the problems of Britain 
are apparently as great as they 
were when it was granted. 


$3,500,000,000 was furnished 
to the Export-Import Bank, and 
that too has almost disappeared. 


About $3 billion more were 
spent on UNRRA, a large part 
going to countries under Russian 
influence and redounding to Rus- 
sian advantage. At the end of two 
years no vo.ce was raised in 


without 


Europe. The man on the street is 
| indignantly inquiring how long 
| we are going to have to give away 
ithe products of our labor to other 
‘nations, Before further aid is 


'sons for and 
|such gifts. 


against continuing 


Dangers of the Plan 


And so tonight, admitting the 
powerful reasons for continuing 


|aid to Western Europe, I wish first 
cost | 
the | 


to describe the danger and 
which such aid involves to 
people of the United States, par- 
ticularly in the amounts and form 
suggested from Europe. 

First: Aid to Europe at the rate 
proposed by the European nations 
means $8 billion of taxes in 1948 
on the American people over and 


|; above what they would otherwise | 
this | 
| changes. 


pay. If a billion dollars of 
money is handled by the Interna- 
tonal Bank, perhaps the taxes 
need be only $7 billion. But to 
balance this there would be at 
least another billion dollars to 
other parts of the world. $8 bil- 
lion is two-fifths of the total sum 
paid in personal income taxes by 
the people of the United States. 
It is almost equal to all the in- 
come taxes paid by corporations. 
The adoption of this plan means 
that every person in the United 
States must pay more tax than 
otherwise and that the payroll 
icheck will be subject to a much 
larger deduction. 

In my opinion the great tax 
burden of today is already a dan- 
|gerous threat to a free economy. 
'$52 billion paid in 1947 in local, 
state and Federal taxes amounts 
to about 30% of the national in- 
come. Every man is working three 
days out of ten for the govern- 
ment and only seven for himself. 
The tax burden on individuals and 
on corporat:ons is such that little 
incentive remains to expand pro- 
duction and give the new jobs 
necessary to have progress con- 
tinue in this country. 

Furthermore, taxes on the lower 
income groups are so heavy, the 
deductions from the payroll en- 
velope so great, that employers 
have to increase wages, which 
means increased costs and in- 
creased prices. The best way to 
stop the spiral of inflation and 
relieve the condition of the lower 
income workers is to give a gen- 
eral tax reduction instead of an- 
other w&age increase. Such a re- 





America to continue such an in- 
efficient outlay of American 
money by an international organi- 
zation, 


duction would be impossible if we 
accept the full figures of the 
Marshall Plan. 


Inflation Dangers 





I do not say that these sums 
were all wasted or that some ac- 
tion was not necessary. I do say 
that they were accepted by the 
American people because of high 


Second: The adoption of the 
Marshall Plan has a direct tend- 
ency to inflate prices further in 
the United States. There can be 


granted he wants to know the rea- | 


ithe 


| enough 


| eign purchases, of which some $5 
| billion is direct inflation, we can 
‘hardly be surprised that the great 
|increase in demand outruns our 
;supply and forces prices up. 

; I have read with much interest 
| the report of the President’s 
‘Council of Economic Advisers. If 
‘this had been prepared as a brief 
to support the full-sized Marshall 
Plan it could not have been more 
ingeniously argued. Their view 


seems to be that while the price | 


cf one or two products like grain 
may have been forced up by for- 
eign cemand, the tremendous ex- 
;port surplus has had little effect, 
and its continuation will have no 
effect at all if we impose a few 
domestic controls on grain and 
steel. But purchasing power is 
not static. 
cle to another as price or supply 


In order to support their argu- 
ment the advisers have to take 
extraordinary position that 
we should continue exports at the 
rate of $20 billion a year, even if 


in 
at 


reduction 
exports 


that any 
abnormal 


away, and 
edmittedly 


It shifts from one arti- |} 


} 
j 


i'rest of the world. 





Marshall Plan. With this conclu- 
sion I cannot agree. There is no 
real evidence that foreign nations 
have exhausted their gold and 
dollar balances. Advances from 
the International Bank and Inter- 
national Monetary Fund will tend 
to increase rather than decrease. 
Through lend-lease and otherwise 
we scattered so many dollars 
around the world that they may 
well be coming back for years to 
come to compete with our own 
citizens in driving up the price 
of goods in short supply. 

We granted to the President the 
arbitrary power to limit exports. 
He has failed to exercise it, and 
his failure to do so is one of the 
main reasons for the increase in 
prices. Few realize that of $15 
billion of exports only 6 billion is 
going to Europe, and 9 billion to 
North America, South America, 
ASia and Africa. Surely we should 
ration the rest of the world on 
steel, grain and oil before we even 
consider rationing our own peo- 
ple. What sense does it make to 
prohibit distilling in this country 
while we ship millions of bushels 
of grain abroad to be used in dis- 
tilling? Today the Russian Gov- 
ernment has an active commission 
here buying American goods and 
paying gold for them—which is 
better than credit, but certainly 
inflationary. Much of what Russia 
is buying is heavy machinery, 
good for the manufacture of mu- 
nitions. 
grant export licenses for goods of 
this nature when steel and vari- 


Why does the President! 





ous types of machinery are in- 
sufficient for our own needs? If 
we don’t want higher prices we 
will have to reduce exports to the 


Two Inconsistent Policies 


Broadly speaking. the President 
is asking for two completely in- 
consistent policies the same 
time. If we want Marshall 
Plan, we cannot have lower prices. 
If we want lower prices we have 
to give up the Marshal] Plan. The 


at 
the 


| Marshal] Plan may be worth the 


} 


| 


iwe overestimate the effect 


|a large part of the surplus is given | 


this time would require a danger- | 


ous adjustment. Even in 1946 we 


cnly exported at the rate of $15) namely, in Germany, 
plenty of artificial | solution lies rather in our hands. 
stimulation. The argument of the | Those who have been abroad tes- 
Council report is just another | tify that where conditions are par- 
form of the theory that the gov- ticularly bad it is usually due to 
ernment must spend to maintain | the policies of the government. 


billicn with 


prosverity. How could a reduction 
in exports possibly injure us when 
we haven’t enough steel for sev- 
eral hundred home industries, or 
freight cars, or enough 
grain, or enough oil? The Council 
have let their realization of the 
needs of Europe affect their eco- 
nomic judgment. 


Exports Abnormal 


It seems perfectly obvious that 
exports, even at the 1946 rate, are 
abnormal and cannot be con- 
tinued. If we begin to build up 
an economy based on such a rate 
of export. we face the same kind 
of collapse which occurred in 
1930. From the point of view of 
our domestic economy nothing 
could be more dangerous than an 
export trade created or continued 
by dollar loans in an amount 
which cannot be indefinitely con- 
tinued and can never be repaid. 
Some excess balance of export is 
no doubt justified temporarily 
against the time when foreign 
countries will be able to export 
more goods. But the excess of 
1947, if it is continued by the 
Marshall Plan, is a menace to 
our economic safety. 

The Council of Economie Ad- 
visers say that exports will be 





no larger, even if we adopt the 


| 





the fact that there is a cost. 
Third: The Marshall Plan, un- 
less very carefully administered, | 
can easily be an encouragement | 
to the continuation of unsound 
policies by European’ govern- 
ments. I feel very strongly that 
of our 
foreign countries, I 
strongly that 90% of 
the solution of their own dilficul- | 
ties lies in their hands and in the| 
policies of their governments and! 
their peoples—with one except.on, 
where the 


dollars in 
feel very 


In many countries inflation is 
rampant because of the failure of 
the government to balance its 
budget and reduce its expenses. 

In many sections the people ex- 
pect to improve their standard of 
living while doing less work. It 
is hard to see why our people 
should ship coal abroad, for in- 
stance when the European short- 
age of coal is largely caused by 
the unwillingness of the miners 
there to work either long hours 
or continuously. 

The situation in France—and 
even in England—appears to be 
made worse by the determination 
of the government to maintain 
the value of its’ currency at a 
figure well above its real value. 
Thus exports from France to this 
country are discouraged by the 
fact that they cannot get the real 
value in francs of the dollars paid 
for such exports. 

The more we loan money to 
these governments, the less pres- 
sure is brought against, them to 
improve their own policies. Our 
loans have helped them balance 
their budgets without taxation. 
They do not suffer as they should 
from the unwillingness of their 


| sults 


|cost, but let’s be realistic and face} to 


| gested by Senator Bali. 





own people to works"They are en-! 


abled to maintain a false value 
for their currencies. 

I opposed the British loan of 
$3,750,000,000 and suggested that 
instead we give them $1,250,000,- 
000 and confine its use to pur- 
chases from the United States. 
Today practically the entire loan 
has been spent and Britain is lit- 
tle better off than they were when 
the loan was first granted. With- 
out the loan necessary adjust- 
ments might have been made 
sooner. 

It is said that this third objec- 
tion which I have urged can be 
met by imposing various condi- 
tions upon our loans. I agree that 
conditions should be imposed, but 
I think their effectiveness can be 
overestimated. I doubt very much 
if the different plans for follow- 
ing our money to its ultimate use 
abroad are either desirable or 
practical. Some conditions would 
be impossible to enforce. When a 
government assumes obligations 
and chooses to repudiate them, 
that is the end of the story. Fur- 
thermore, conditions such as were 
imposed with the British loan re- 
quired the British to do things 
which it turned out they could not 
possibly do. 

If we go into these countries we 
open ourselves to charges of inter- 
ference and imperialism. If we 
impose conditions which turn out 
to be unpopular with the people, 
we nullify to a large extent such 
credit which we might otherwise 
obtain. We give the Russians a 
basis for the charge that we are 
trying to dominate the countries 
of Western Europe. 

It seems to me that the only 
conditions which can surely be 
enforced are conditions as to the 
particular type of which 
can be exported from the United 
States, and a limitation of any 
commitment to one year. Whether 
it should continue after that year 
ought to be determined by the re- 
in the particular country 
concerned. There might even be 
a continuation of aid in proportion 
increased production, sug- 


> 


g00ds 


as 


Our experience with conditions 
under the original Marshall pro- 
posal up to date has not been 
very promising. One of the con- 
ditions was to be so kind of 
customs union between Western 
European nations. While these 
nations mentioned the subject In 
their report and agreed to con- 
sider it, there really the 
slightest hope that there will br 
ai y such union, and there no 
way in which we can compel it. 


is not 


1S 


Plav Entails Wartime Controls 

Fourth: The effort tv» export $% 
billion of goods on government 
credit will almost certainly force 
the reimposition of waitime con- 
trols. Even the President's Eco- 
nomic Advisers speak of ‘‘alloca- 
tions for domestic use,’ and “‘min- 
imum powers necessary for a 
frontal attack on price increases.” 
Foreign nations are blaming us 
for high prices and suggest that 
we should ration ourselves so that 
more may be shipped abroad. The 
CIO is demanding the revival of 
OPA. 

I would regard the return of 
price control in peacetime as a 
major calamity to the United 
States which no probable Marshall 
Plan benefits can justify. Con- 
sumer rationing is only one de- 
gree less objectionable. I don’t 
know just what “allocation” 
power means, but it certainly is 
the power of government to con- 
trol priorities and decide how 
much of each controlled commod- 
ity Ameriean users can enjoy. 

The trouble with all govern- 
ment controls over the free com- 
petitive system is that to be ef- 
fective at all they have to be con- 
stantly extended to other related 
fields, until we reach the strait- 
jacket of the OPA, with a chok- 
ing of all initiative and growth. 
In peacetime the American peo- 
ple won’t submit to such controls, 
and black markets merely destroy 
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legitimate business and enrich the] tial Communists are in the United | the support of the German people. 


racketeers. Also they create 
complete disrespect for law. 
Furthermore, few governments 


have the knowledge or the judg-: 
as | 
- certainly | 


ment to do the job as well 
ratural economic law - 
not this Administration. Look 
the mess made of the voluntary 
food-saving program to carry out 
a highly desirable purpose. Meat- 
less Tuesdays and Eggless Thurs- 
days never did make any sense, 
because, of course, everyone ate 
chicken and eggs on Tuesdays 
and meat on Thursdays, leaving 
them just where they were. Last 
Thursday morning on a dining car 
the steward told us that where- 
ever eggs appeared on the menu 
he would substitute wheat cakes! 
So to save wheat for Europe the 
travelers ate wheat cakes in 
America. If the government had 
had legal power to enforce its 
decrees, the plan would have been 
the same fool plan, and just as 
ineffective. 


at 


Attacks European Socialism 


The reason this country has a 
surplus of food to ship and such 
tremendous productivity, is that 
we have pursued a system based 
on liberty. The European Social- 
ists do not seem to realize that if 
we are to continue a program for 
any length of time, it must be 
based on a continuation of that 
liberty; that while temporarily we 
might increase our output by gov- 
ernment restrictions, in the end 
we would soon be subject to the 
same paralysis of initiative which 
exists in England and Europe to- 
day. In other words, Europe has 
to take the limitations which are 
inherent in a free system if they 
want the benefits produced by it. 
’ We have shipped more food and 
other assistance out of this coun- 
try than any other nation has ever 
before accomplished for the world. 
We cannot stretch that liberality 
too far or there will be nothing to 
ship. We cannot ship so much that 
under a free system it will lead 
to a period of “boom and bust.” 

I doubt if we can safely ship 
more than 400,000,000 bushels of 
wheat out of this country with- 
cut disastrous results. If so, the 
European countries ought to be 


told now, so they are not left 
without grain before their next 
harvest. We cannot underwrite 


the food supply of the world, and 
we must not give the impression 
we are doing so. 

It is suggested in the Harriman 
report that we can authorize “set 
aside” and priority orders. But 
this does not solve the price prob- 
lem, for it leaves less for the do- 
mestic market and so forces prices 
up. We are likely to be led into 
price control and rationing only 
to find that they are broken down 
by black markets and_ ineffi- 
ciency as they were after the end 
of the war. 





The adoption of the European 
plan therefore would, first, con- 
tinue an intolerable and danger- 


| 
| 


ous tax burden; second, inflate | 
prices further in the United 
States; third, encourage unsound | 
policies in Europe; and _ fourth, | 
force futiie and dangerous regi- 
mentation on American produc- 
tivity. 


Some Aid Must Be Given 

I have tried to state clearly the 
tremedous cost of the European 
version of the Marshall Plan and 
the objections to it, and yet I am 
prepared to support in some rea- 
sonable emount the general prin- 
ciple of aid to European countries 
to enable them to help themselves. 
The whole world is embattled 
today ‘%etween the ideology of 
communism and the ideals of 
liberty. We must do what we can 
to prevent the spread of com- 
munism. I might point out, how- 
ever, that many who want to 
pour out dollars to prevent com- 
raunism abroad are criticizing a 
Congressional committee for try- 
ing to find out who the influen- | 





| 
| 





| the 


| coal. 
| kind was to leave enough to en- 


home. 
Unquestionably 

create conditions 

favorable to the 


de 


our aid will 
abroad 


spread of com- 


people of France, for instance, 
are going to decide for themselves 
whether they go Communist or 
not. We ere too much inclined to 
overestimate the effect of Ameri- 
can dollars. A credit of American 
dollars, encouraging unsound poli- 
cies and giving the basis for the 
charge that we are trying to dom- 


inate their country, may easily 
assist communism rather than 


prevent it. ’ 


No one can have anything but 
sympathy for those who have suf- 
fered such tremendous hardships 
and such tremendous destruction. 
Undoubtedly there are many 
things which need to be done in 
the rehabilitation of those coun- 
tries which can be done only by 
machinery and other’ products 
made in the United States. Those 
countries can obtain them only if 
we extend the credit to buy them. 
The emergency situation leaves 
them with little food and inade- 
quate coal and fertilizer. While 
our resources are limited, we can 
do something to carry them 
through until more normal con- 
ditions prevail. 


Aid Asked Too Great 
Weighing all of the considera- 


I believe we 
aid to Western 


our own people, 
should provide 
Europe in 


Committee has laid down in for- 
|c.ble terms the true principles of 
|aid to Europe and the necessary 
|limitations on that aid. 
;}exact figure selected looks more 





| like a compromise than a scien- | 


tific conclusion. It seems to have 


been reached from the point of 
view of European needs, rather 
than of American safety. In a 


field of such uncertainty probably 
a scientific conclusion is impos- 
sible. 

I would like to suggest that the 
German policy of the Government 
is even more important to the re- 
establishment of Europe than the 
Marshall Plan. In fact, the con- 
dition which exists in Europe to- 
day can be traced very largely to 
Administration’s own policy 
in Germany. In effect, we adopted 
there the Morgenthau Plan, which 
was suggested at the Yalta Con- 
ference, and which was for 
practical purposes approved at 
Potsdam by President Truman in 
the text released on Aug. 2, 1945. 


i'The policy of occupation was de- 


Signed expressly to convince the 
German people of their criminal 
responsibility and to reduce them 
to a level of subsistence only. Pro- 
duction of all important manufac- 


itured goods was to be prohibited 


or limited, with the exception of 
Payment of reparations 


able the Germans simply to exist 
without externa] assistance. Mil- 


lions of Germans were to be de-| 


ported from Eastern Germany and 
thrown into the rest of Germany 
to feed and support. 


The policy of Potsdam was car- | 
ried out by a directive issued to} 


the Commandery in Chief of Oc- 
cupation in April, 1945, known as 
JCS 1067. Thereafter, in spite of 
ecnstant disavowal that we were 
enforcing the Morgenthau Plan, 
this directive, which was in fact 
the same thing, remained in force 
until this year. It was officially 
declared to be at an end on July 
15, 1947, but no one is confident 
today that it is at an end. Has 
it been revoked or not? We are 
still dismantling plants which 
could be made highly useful for 





less 


munism. But in the long run the 


tions, and even at some danger to | 


reasonable amounts, | 
but I think that even the figure | 
suggested by the Harriman Com-| 
mittee is higher than is safe. That | 


But the | 


all | 


in | 


a/ States. They are merely trying to| Any plant built for war purposes! velop one consistent and effective 
| bring Communist activity out in | can certainly be converted to} policy on exports and foreign aid. 
the open so the people can know 
where it is working underground. 
Surely if we want to fight com-|German people so short of food | where—in America and in China, 
munism we ought to begin at|that many of them believe that| as well as in Western Europe. 


| peace use, 
| The result has been to keep the 


| their starvation is our deliberate 
_intention. The result has been to 
|deter all economic recovery, 
| that it will cost us a billion dollars 
|a year simply to bring the Ger- 
| man diet up to a subsistence level. 
| Not only has this policy deprived 
the rest of Europe of many prod- 
ucts which could be manufactured 
'in Germany, but it has deprived 
ithem of a market for their own 
|exports. It has thus completely 
| upset the economy of Europe, and 
now we are called upon for taxes 
from our taxpayers to remedy the 
failure of the Administration. 


| 
| 


Must Change Policy in Germany 

There is only one way in which 
|Germany can be effectively con- 
trolled — that is, to control the 
production of a limited number of 
essential products. The Vanden- 
berg plan proposes that we re- 
main in Germany indefinitely, 
but only to prevent rearmament. 
If aid to Western Europe is so 
essential, then it can be effective 
only if we really change our pol- 
icy in Germany. Both President 
Truman and Secretary Marshall 
are personally responsible for 
what occurred in Germany during 
the past two and one-half years. 
Are they prepared to say now 
that they have completely aban- 
doned the policy which is so 
largely responsible for our pres- 
ent plight? Why don’t they stop 
now the dismantling of German 
industries? 


I cannot deal tonight with the 
problem of high prices. I pointed 
out in San Francisco last month 
that the present situation has 
been brought about by many 
years of Administration policy, 
and there is certainly no panacea 
for its cure. For years the gov- 
ernment spent billions more than 
its budget and piled up a reserve 
surplus of purchasing power. For 
years the OPA held prices below 
wages. Then, after the war, the 
President adopted the extraordi- 
nary theory that there could be a 
general 20% wage increase with- 
out increasing prices, which the- 
ory was disproved almost before 
the increase was granted. The 
government has continued its 
huge expenditures and the taxes 
to pay for them. Both high ex- 
penditures and -high taxes have 
been reflected in higher prices. 
The tremendous export surplus, 
unrestrained by the President has 
added foreign buying to demands 
at home. We can only wonder 
that prices have not increased 
more, 





| 


| 
| 
| 


| 
| 





Obvious Remedies 
The most obvious remedies are 
a reduction of government ex- 
penditures, a reduction of taxes 
in lieu of further wage increases, 
a reasonable provision of aid to 


Europe, and a limitation on ex-| 


ports elsewhere. Finally, there 
must be a powerful appeal to in-| 
dustrialists to forego profits, to 
wage earners to refrain from fur- 
i ther demands for wage increases, 
and to consumers to ent less and 
save their money rather’ than 
spend it on food. We cannot eat 
|'our wheat and ship it too. Various| 


measures of less importance must | 
| also be considered and acted on. 

But this problem is not primar- | 
ily a legislative problem. The first | 
responsibility rests on the Ad-| 
ministration to act, both under | 
existing laws and under new pro- | 
grams authorized by Congress. | 
The policies of one department | 
insist upon higher prices, while | 
those of another demand reduc-| 
tion. There has been no one in| 


the government concerning him- 
self with the general problem of 
holding prices down. 
Particularly in the administra- 
tion of the Marshall plan, there | 
must be an independent board di-| 





SO | 


Halsey, Stuart Offers 
Wisconsin Utiiity Bds. 


prices down, let the goverrment 
bid every department to avoid the 
policies which raise prices. 
After considering all the facts I 
believe that Congress will adopt 
sound policies, but there wi.1 have 


| rectly under the President to de-| 


|If we are against communisn4, 
| let’s be against communism every- 


If| to be a substantial improvement 
| we are for economic recovery in| in the administration and effi- 
| Western Europe, let’s be for eco-| ciency and _ consistency of the 
| nomic recovery in  Germany,;| Executive departments if those 


policies are going to get any of 


| which is an integral part of West- 
the results which are sought. 


‘ern Europe. If we want to hold 


Observations 


(Continued from page 5) 

| his expert knowledge provides an important additional advantage 
in furnishing a good sounding-board for the involved investor 
catharsis-wise to “think out loud” about his financial problems. 


~ 


Individual Design 

“Counsel” is defined by Funk and Wagnalls Standard Dictionary 
as “Purpose; the result of careful consideration; design.” This alm 
of guiding behavior according to purposeful design is particularly 
appropriate to the administration of individual capital; and hence 
well defines the keynote of the counsel's raison d etre. He is not 
only helpful in initially setting up an actual portfolio on logical and 
scientific lines for the investor; but is invaluable in backing him 
up in sticking to a policy—keeping him from being diverted by mass 
market psychology from a calmly pre-determined long-term program, 

The outstanding uniquely differentiating attribute of the invest- 
ment counsel is the “designing” of policy and continuing investment 
action to the logical requirements of each individual. For the laying 
down of investment advice merely in blanket form, instead of sifting 
out from the plethora of elements those applicable to the individual 
investor, denotes only half-functioning. In a more restricted sense, 
the counsel’s personalized service takes care of the factor that there 
are many elements in each individual’s personal situation that make 
certain securities desirable for him, whereas the same _ securities 
might well be unsuitable for another individual. 


The Principles in Action 


The other side of this rather ideal and constructive picture is 
that in actual practice the profession is often, if not usually, con- 
ducted at some variance with its principles. This is so because of 
the popular psychology with its impact on the client’s attitude, which 
similar to the security analyst and the broker, prevents the counsel 
from fulfilling his functions in a “pure” manner. The client at the 
time of establishing his account may again and again agree that 
| he will preserve an investment attitude through thick and thin, and 

seek only reasonable income and protection for his capital under 
conditions that can be reasonably anticipated, in lieu of trying to 
“beat the market.’ It usually turns out, nevertheless, that the 
environmental excitement of a violent bull or bear market is too 
'much for our previously well-intentioned would-be investor. For 
promreenltng during a violent bull swing when he hears reports of 
| relatives’ or friends’ easy 10-point profits, he may have the self- 
discipline to be satisfied with his own 5%-per-annum program for 
'a while, but any from the second to the fifth of such siren calls 
| is usually more than he can withstand. Consequently the investment 
counsel often, much against his will, is saddled with the Hobson’s 
choice of either forsaking his integrity or else losing his client. The 
counsel’s actual behavior under such pressure constitutes a basic 
test of the profession, 





The Cost 


This practical drawback follows the discretion of the respective 
client. But another material factor to be weighed, the fee, is not 
'a voluntary matter. The typical charge is one-half of one per cent 
| of the capital fund for the first million dollars, with a graduation 
| thereafter. The customary minimum fee (in the absence of extenu- 
| ating factors) is $400-$500. This fee represents a considerable bur- 
‘den, one-half per cent being the equivalent of somewhere between one- 
| sixth of the income he gains from his combined holdings of bonds 
‘and preferred stocks, and one-tenth of his investment return from 
|common stocks. But investment counsel fees are an expense de- 
i ductible from income tax. Hence if a $500,000 portfolio gains an 
|! annual income of $26,000 (4%), or a net-after-tax of about $14,000, 
the counsel fee of $2,500 gross would be reduced to about $1,750, 
making his net income $12,250 instead of $14,000. It would seem 
to be up to each individual to make his own decision whether the 
service is worth the fee to him. 

At any rate the technique of the counsel’s unconditional fee 
would seem to be more logical and satisfactory than is the brokerage 
commission system of remuneration conditioned on the number of 
transactions and whose amount is not correlated with the amount 
of extra services rendered. 
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additions, betterments, and exten- 
sions to the company’s properties. 

Wisconsin Public Service Corp. 
furnishes electricity and gas and, 
to a small extent, bus transporta- 


Halsey, Stuart & Co. Inc. was yt seockan and cai 
the successful bidder November 5 | ‘10M Service arn Reacts wos Wisc 
for $4 000.000 Wisconsin Public central and northeastern ' 1 ron= 
Service Corp f irst mortgage sin and an adjacent part of Mich- 


igan. Among the larger cities fur- 
nished with one or more types of 
service are Green Bay, Sheboygan, 
Oshkosh, Wausau and Menom!nee, 

For the 12 months ended July 
31. 1947, operating revenues were 


bonds, due Nov. 1, 1977, naming 
a 3% coupon and bidding 
100.2099%. Eight other bids were 
received by the company. Re-| 
offering is being made at 100.75% | 


. 'derived approximately 81% from 
and accrued interest. | electric operations, 14% from gas 
Proceeds from the sale of the) and 5% from transportation. In 


i'that period gross income, before 
Federal income taxes but after 
depreciation, were reported to be 


bonds, together with $1,000,000 
from the sale of additional com- 
mon stock, will be applied to re- | $4,272,330; the annual interest re- 
tirement of $5,000,000 bank loans | qyirement on long-debt, including 
which were incurred to finance| this issue, will be $940,625. 
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Economic Profile of the Americas 


(Continued from page 6) 
tinued to raise their prices 
manufacturing costs rose in 
United States. 

The impact of all these com- 
bined forces on the reserves of 
Mexico’s central bank was imme- 
diate and disastrous. As exporta- 
tions decreased and importations 
not only augmented but were 
bought at higher prices, the 
Bank’s monetary reserves steadily 
and rapidly diminished to the 
point of endangering the stability 
of the currency. The Mexican 
people discovered that they had 
sold their export goods on pecu- 
liar terms: first, during the war, 
they were paid in a currency— 
collars—which could not be used 
to buy many of the things they 
meeded; and later in a post-war 
period, those dollars bought less 
and less as the prices of imported 
foods increased. Someone has 
described this process as equiva- 
Ient to a loan granted by Latin 
America to the United States 
without interest and pavable at a 
ciscount. 

To circumvent the dangers 
which such a_ situation spells, 
every country in the Americas is 
attempting the impossible: to ex- 
port but not to import: to sell and 
at the same time not to buy. This 
may be a foolish attitude, but 
what else can these countries do? 


as 
the 


Equalizing Balance of Payments 


In the case of Mexco, the gov- 
ernment is taking steps to correct. 
on the one hand, the existing in- 
flation. and, on the other, the lack 
of equilibrium in its balance of 
payments. Let me describe brief- 
iy some of these steps. First of 
all, the government established a 
balanced budget in which all gov- 
<rnment expenses were taken into 
consideration, to be paid for by 
the revenues obtained from taxes. 
This principle was adopted even 
an the payment of public works 
suc) as highway construction, ir- 
Wigaticn and electrification. A 
wery small increase in the public 
snternal debt was decided upon, 


To be exact. only 150,000,000 pesos | 
(roughly $30,000,000) were voted | 


by Congress. Second, certain re- 
strictions on credit were estab- 
fished. 50% of the deposits of pri- 
vate banks were. by regulation, 
deposited with the Central Bank 
and a gentleman's agreement was 
Signed to limit the Bank's loans to 
the maximum in effect as of the 
end of 1942. In spite of its de- 
tre%sing reserves, the federal gov- 
‘ernment has met all of its obliga- 
tions. has paid exactly on time 
both interest and principal on its 
internal debt—a comparatively 
small one, arourd one_ billion 
pesos (about $200.000,000)—and 
has lived up to its agreements 
with the bondholders of Mexico's 
old foreign debt. In addition. the 
fovernment has paid the Amer- 
acan oil companies punctually for 
the exprporiation of their prop- 
erfies in Mexico, a debt which. 
Le maAV sav in passing, has been 
liouidated to the last cent. A sim- 
ilar payment has just been made 
for te properties of the Mexican 
Railway, an English property 
whic’) runs from Mexico City to 
Vera Cruz, and which was bought 
bv the federal government and 
paid for in cash. 

_Since a policy of credit restric- 
tion endangered the productivity 
of the couniry, and since the final 
answer to a favorable balance of 

ayment is an increase in produc- 
10n—which would make it un- 
necessary to import foodstuffs and 
Possible to export surpluses—the 
government had to make an ex- 
ception to the general rule and 
follow a liberal policy, both 
through private and official banks. 
for credit to agriculture and to 
specific industries, 

That the policy of increasing 
agricultural production has been 
successful is shown by the fact 
that importations to Mexico of 


beans, cocoa-beans, etc., have not 


notably sugar and rice, 
has been able to produce enough 
to satisfy its local demand and 
still have surpluses for exporta- 
tion. 


Industrialization Program 

In her industrialization program, 
Mexico has also been fairly suc- 
cessful as shown by the number 
of new industries organized lately, 
some of them quite prosperous. 
It is not Mexico’s purpose to be 
self-sufficient in the industrial 
field as she strives to be in the 
case of foodstuffs, neither does 
she pretend that all industrial en- 
terprises started during the war 
are necessarily sound and worthy 
of protection regardless of their 
commercial ability to pay out. 
Rather, what Mexico aspires to 
is no longer to export her raw 
materials in their crudest forms 
as has been the case since time 
immemorial, and also to have 
those fundamental industries for 
which she has the natural re- 
sources, local market and poten- 
tial ability. 

It may be thought that the in- 
Gustrialization of Latin America 
would be detrimental to foreign 
trade as, obviously, the products 
of the new industry will compete 
with these coming from already 
industrialized countries which will 
eventually find themselves elimi- 
nated from the Latin American 
market, Such a premise, however, 
is as mistaken as the old fallacy 
upholding the view that new and 
better machinery is harmful for 
the workman. In the same fashion 
as industrial development really 
helps the working classes by cre- 
ating new and higher-paid jobs, 
even though here and there a 
particular group of workers may 
suffer a transitory displacement 
by the new and more efficient 
machinery, so the industrializa- 
ition of Latin America will in fact 
invigorate foreign trade as it will 
promote a new and more substan- 
tial market for the United States’ 
industrial products even though 
in particular instances a specific 
company in the United States may 
suffer a decrease in its sales. The 
example of Canada leaves no 
doubt in my mind. Higher indus- 
trialized than the other countries 
of America—with the exception 
of the United States—Canada with 
her 14 million inhabitants is a 
better market for United States’ 
products than all of Debtor Amer- 
ica with some 125 million inhabi- 
tants. Industry that would make 
a better living possible for our 
working classes will immediately 
create customers for imported 
goods. 


Restrictions on Importations 


Agricultural surp!uses, strangely 
enough, have helped Mex:co’s bal- 
ance of trade but little for we are 
confronted with almost insuper- 
able difficulties to find a market 
for them, since the countries that 
need these foodstuffs are lacking 
in foreign exchange with which 
to pay for them. In view of this 
situation, Mexico decided reluc- 
tantly to establish some rather 
Grastic restrictions en importa- 
tions. It prohibited the importa- 
tion of certain luxury articles al- 
together, and raised the tariff on 
some other non-essential goods. 
In doing so Mexico was careful 
to comply with her international 
agreements and not to affect ei- 
ther essential consumer’s goods 
or necessary capital goods. The 
sovernment felt that the prohibi- 
tion of imports such as radios, 
washing machines, fur coats, 
wines, perfumes and assembled 
automobiles would not work a too 
severe hardship on the people of 
Mexico. The measure affected a 
very small minority of the popu- 
lation and was in truth a very low 
orice to pay for the protection of 
@ sound currency. 





only decreased but, in some cases,|ping the continuous outflow 
Mexico|the reserves of the Bank of Mex- 





Although this measure was ef<: 


eign trade and thereiore in stop- 
of 


ico, it is not a step in the right 


direction to bring about normalcy | 


in foreign commerce, Should all 
the countries of the world 
similar measures, the final result 
could not be anything but disas- 
trous as it would eventually para- 
lyze the exchange of goods among 
nations. And yet the urgency of 
protecting national currencies and 
the lack of free dollars are such 
that, one after another most of 
the countries of America have im- 
posed restrictions of one sort or 
another on their importations. 
Some of them, in fact, have gone 
a step farther and have estab- 
lished exchange conirols. Let me 
state here as a matter of record, 
that Mexico and the United States 
are two countries which have 
never in their history established 
any kind of exchange controls. 
Let me hope that we both may 
continue to follow this policy of 
freedom of exchange in the future. 


Effect of Foreign Exchange 
Restrictions 


The controls on foreign 
change which the European 
tions have found necessary 
impose are 
America’s exports. 
Mexico, as I have already sa:d, 
we have been unable so far 
export our surplus of sugar, rice, 


to 


and other products because of the | 
lack of free dollars in the hands! 


of the countries badly needing 
these products, Thus 
come to a situation in which we 
have simultaneously. on the one 
nand, countries with surpluses, 
the exportation of which 
countries which 


the other hand, 


are in terrible need of those very | 


products but which are prevented 
from buying them because they 
are unable to find a market for 
their own exports. We are in a 
vicious circle: A country, anxious 
to export but short ot foreign ex- 
change, establishes restrictions on 
her  importations, restrictions 
which make it impossible for 
other nations to export to this 
particular country, and therefore 
unable to buy that country’s ex- 
ports. To this absurd situation 
I was referring when I said that 
foreign trade has been dislocated. 

Mexico’s individual efforts to 
secure a sound financial and eco- 
nomic policy in her internal af- 
fairs, and the measures she has 
unwillingly taken to regulate her 
foreign trade are symbolic of 
what is happening in practically 
all the countries of America, and 
prove that no individual unit can 
find by itself the right solution 
to a problem that has_ to 
tackled collectively by all the 
countries of America. As a matter 
of fact, the problem should be 
visualized on a worid basis, but, at 
the present time, it would be mere 
folly to think that we could have 
a world understanding on these 
questions. 


Hemispheric Solution of the 
Americas Problems 

Fortunately, this is not the case 
in America. 
‘an, and actually do, think in 
terms of the whole hemisphere 
when looking for a proper solu- 
tion to our problems. 


You may ask what is my solu-| 


tion; how to go about reorganizing 
world markets; how to guarantee 
that exportable surpluses be sold, 


that importations be free, that the | 


surplus capital of the United 
States not be idle but instead be 
reaping its proper returns, that 
the natural resources of America 
be used for the benefit of the in- 
dustry of the two Americas; that 
the normal ambition of the unde- 
veloped countries to 
own fundamental industries be 
realized, thus giving them in time 
of peace a better living for their 


such foodstuffs as sugar, rice, corn, fective in balancing ‘wexicus .uv-| workmen and in time of war an 


take | 


ex- | 
na- | 


already harming! 
In the case of | 


to | 


we have! 


is es- 
sential for their economy, and, on | 


be | 


In this continent we | 


have their | 


| effective way to cooperate in the 
| collective defense of the continent, 

The answer in principle is not 
so complicated as one might think. 
You. of the United States, have 
the capital and the technical 
‘knowledge: we, of the rest of 
America, have the resources and 
fhe labor. It is of the essence of 
|capital that it be invested. Natu- 
ral resources which are not de- 
veloped are not wealth. You are 
already a creditor nation, and you 
must accept your position as such. 
We of the nations needing capital 
niust also accept the necess:ty of 
further loans and investments for 
the development of our countries. 
This idea is not new, nor is it my 
own. The International Monetary 
Fund, the International Bank for 
Reconstruction and Develonoment 
and the Export and Import Bank 
are institutions created for the 


purpose of helping in this tremen- | 
'dous task. Yet the International | 


Monetary Fund is mainly con- 
cerned with short-term monetary 


|/maladjustments; the International | 


| Bank for Reconstruction and De- 
/velopment has bee preoccupied 
|mainly with Europes urgent need 
|for reconstruction, and, as it turns 
| for capital to private 
this institution may be forced to 
adopt a commercial attitude in 
its loan policies, thus lim:ting its 
| possibilities. The Export and Im- 
| port Bank, which has already done 
an excellent job is helping Latin 
| America carry out its programs of 
industrialization and of improve- 
'ment in transportait:‘on, has, un- 
fortunately, limited resources at 
its disposal. However, the work 
done by all three of these inter- 
national credit institutions is 
|highly significant, above all in 
that it shows a step in the right 
cirection, 

The same attitude was shown at 
the last Conference of Petropolis 
in Rio de Janeiro, Brazil, where a 
resolution was adopted (it 
the Ninth Resolution) according 
to which the Inter-American Eco- 
/nomiec and Social Council 
'{ormulate a basic agreement for 


leconomic cooperation among the | 


| Americas, This agreement is to 
| be discussed and, it is to be hoped, 
‘approved in the next Inter-Amer- 
|ican Conference which will meet 
lat Bogota, Colombia. Then, of 
/course, you have private invest- 
ments which have been the nor- 
mal way of returning to Latin 
America International economic 
‘equilibrium by giving back to if 
the necessary purchasing power 
|to pay for its imports. A substan- 
tial flow of capital from the 
| United States must go to Latin 
| America as investments and re- 
imain there as re-investments, if 
| we want to compensate the excess 
of Latin American purchases from 
the United States. 

At the same time, this invest- 
ment policy, not to be a source of 
future friction, requires on the 
|part of the investors the realiza- 


ition that capital has the right to | 


|iair profits, but should not look 
'for political control in foreign 
‘countries. As a counterpart, for- 
'eign capital which does not seek 
special privileges should be free 


ifrom any kind of discrimination. | 


| There seems to be an increasing 
‘fear in America of what people 
i'think is the growth of external 
disruptive forces, and yet those 
who have this fear seem to forget 
that there is only one effective 
way to fight disruption, a way that 


| 
| 
| 


it is to work collectively and har- 
|moniously for the purpose of 


| making our economic and politi- | 


ical system effective and success- 
ful. Such a cooperative achieve- 
'ment is quite feasible in America. 


| ° » ° 
| Different as our economies are, 


/we have in common similar po- | 
litical regimes and the same aims | 
Within every country | 


‘and ideals. 
of America an attempt is being 
erty effective. In foreign 
‘true. How are we to have eco- 
|/nomic freedom at home if we must 
have restrictions and controls in 


dealing with our neighbors? Let! 


banking, | 


was | 
' trade possible. This involves har- 


is to! 


| of 
is neither negative nor war-like: | 
} made to make democracy and lib- | 
| 


com- | 
merce the same principles hold | 


us not lose sight of the fact that 
economic restrictions lead us, even 
though unwillingly, towards po- 
litical regimes we dislike; regimes 
which would have been imposed 
upon us had we lost the war. We 
fought the totalitarian govern- 
ments, among other reasons, for 
the specific one cf not having such 
an economic system as they pro- 
claimed, and yet, without meaning 
to, we seem to disregard the dan- 
ger of creating just such a system. 
Going back to barter in our in- 
ternational dealings, increasing 
regimentation, imposing exchange 
controls, government management 
of exports and imports, depre- 
ciation of currencies, disguised 
dumping are all, in short, parts 
of a regime which restricts indi- 
vidual liberty, limits private en- 
terprise and economic freedom, 
and is not very different in the 
economic sphere from the one 
Germany had up to the end of 
the war. Such is precisely what 


ithe world is going tc have if we 


do not realize in time the danger 
and do not take, with courage 
and decision, the proper steps to 
avoid it. 

Economic Liberalism Is Past 

It is no solution in my opinion 
to go to the opposite extreme and 
pretend that returning to classic 
liberalism can be the correct pol- 
icy at the present time. Experi- 
ence has shown that trusting the 
normal work of the blind forces 
cf nature is no guarantee that 
everything will come out right 
in the end. Liberalism, as a pol- 
icy of complete non-intervention 
of the State in the economic field, 
is a thing of the past. It was pre- 
cisely due to its failure that every 
country has drifted more and 
more into a practice of interven- 
tion by government. 

Our efforts rather should be di- 
rected toward restoring those con- 
ditions which will make normal 


monizing our investment policy 
with our foreign trade policy, 
which have often in the past been 
contradictory to each other. 

We must recognize the unity of 
America, the complementary na- 
ture of the economies of the two 
Americas and the interdepend- 
ency of our economic activities 
which make a harmonious solu- 
tion for our problems possible and 
which will keep this hemisphere 
safe and democratic in a world 
of economic and political chaos. 
If we are to prove to the world 
and to our own people that our 
economic system works for the 
benefit of the greatest numbers, 
we must have a sound economy 
for every one of the countries of 
the Americas. 

We must defend our way of 
living and our philosovhy of life, 
and the only way to do so is by 
making our economic system suc- 
cessful. Every country of America 
should have full employment for 
men and for capital, a free and 
expanding volume of foreign 
trade, and increasing production 
and an accessible market for it. 
This reauires the development to 
the fullest extent of America’s 
natural resources for the benefit 
her peoples. This, in turn, 
means, 


for the industrialized 


| countries, an equal access to the 


raw materials of the world; for 
the undeveloped countries a real 
chance to develop and an equal 
access to industrialized products; 
for both Creditor America and 
Debtor America; a continuous 
rise in their standard of living 
and the possibility of healthy, 
happy peoples living in an ate 
mosphere of liberty. 


E. J. Roth Co. Admits 

E. J. Roth & Co., 41 Broad 
Street, New York City, members 
of the New York Stock Exchange 
will admit Eva B. Ungerleider to 
limited partnership as of Nov. 13, 
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We Must Help Abroad in Businesslike Way 


(Continued from page 15) 
come back themselves witnout 
some help. The whole basis 
Europe’s economy has been dis- 
located. On top of that, a severe 
winter and a summer of drought 
have resulted in the worst Euro- 
pean crop failures in a hundred 
vears. In Ch:na the people are not 
only hungry but the’r economy is 
prostrate and they are under 
heavy military attack from the 
very forces into whose hands they 
were betrayed at Yalta. 


In my judgment we have no 
choice today whether or not to 
act in this emergency. It is un- 


thinkable that after a successful 
war at staggering cost in blood 
and resources, we should now stop 
and surrender the fruits of victory. 
We will be doing just that if we 
permit the free nations to fall into 
economic chaos and then under 
Soviet control. 

Our only choice is whether we 
act effectively or stupidly as we 
have in the past; whether we act 
in time or too late and, finally, 
whether we show our determina- 
tion to succeed and inspire those 
we aid to the same determination. 


No Guarantee Against Waste 

I cannot say that we are bound 
to succeed. We cannot be positive 
that the further moncy spent will 
not be wasted. The Russians are 
confidently counting on our fail- 
ure. They believe that their great 
allies, misery and starvation, will 
bring communist revolutions the 
world over. That is why they are 
opposing us so violently in the 
United Nations, That is why they 
oppose every effort to restore eco- 
nomic health and well-being to 
the free nations. They also hope 
ihat we are going to bungle the 
job of us_ng our resources, which 
are not unlimited, and thus bring 
on inflation followed by depres- 
sion here at home. All these are 
possible, but as reasonable men, 
we must make up our minds which 
course is most likely to succeed 
and then follow that course with 
a degree of perseverance and skill 
we have not yet shown in the last 
14 years. 

Only the quickest look at the 
alternative gives a ghastly picture. 
If, as a mere 140 million people, 
we found ourselves in the midst 
cof a conquered world, from France 
to China, we should find more 
than a billion people in an armed 
camp under the control of an 
aggressive dictartorship arrayed 
against us. In terms of dollars, 
such a condition would cost us in 
national defense alone, a_ great 
deal more than any program of 
aid to Europe and it would cost 
us that annually for years to come, 
In terms of living standards, we 
should sink to a level not seen 
by any living person in this coun- 
try. In terms of our liberties, I 
find it difficult to see how we 
could avoid a degree of economic 
control which would cut the very 
heart out of our system. 


Our Sole Hope 

We have only one choice and 
that is wisely to aid those who 
stand with us in the world in the 
hope that they will rise again as 
bulwarks of the institution of hu- 
man freedom. 

There are even more problems 
in determining the nature of such 
a program as in determining its 
wisdom. It has heen suggested 
that we should not help any na- 
tion which has nationalized any 
industry. Such a poiicy would, I 
think, be very unwise. There are 
two worlds today. That is enough. 
In fact, it is one too many. We 
should not adopt a course which 
would create three worlds. In the 
free world, economic systems are 
not all alike. We do not share the 
socialist ideas prevailing in some 
nations and we believe some of 
their programs to be affirmatively 
dangerous to the welfare of their 
people. I am sure in my own mind 
that if those nations would restore 


jnitiative and free ex terprise their’ 


of 


immediately 
accelerated, But we. will not| 
achieve that result bv lectyrins 
from afar or withholding aid if 
they do not change their practices. 
So long as human liberty is main- 
tained as a principai objective of 
a government, that government 1s 
our friend. 

In a task as immense as this, 
we should tind ont to the best of 
cur ability what needs to be done, 
and then, learning from the er- 
rors of the past, chart a course 
which has a maximum chance of 
success. We have seen plenty of 
errors. In the 242 years since the 
end of the war with Germany, the 
United States has provided around 
$20 billion in assistance to foreigi 
rations. Much of ths has been 
handled in the most incompetent 
manner. Much has been so dis- 
iributed that the Soviet got credit 
for it. Our motives have been 
suspected and our purposes grossly 
maligned. What most impor- 
tant, we have not succeeded. 


progress would be 


i> 


Our Foreign Help Bungled 

Foreign borrowers have’ been 
allowed to use some of the money 
we have advanced to compete with 
each other in our domestic mar- 
kets to purchase commodities in 
short supply. This has helped fur- 
ther to create speculation and. 
price inflation. 

Our government has also failed 
to encourage initiative and enter- 
prise. The Ruhr is a conspicuous 
example. For some time past, we 
have shared a direct responsibil- 
ity in the Ruhr ani for a long 
time we have had a great oppor- 
tunity if we had onty seized it. As 
{ar back as the summer of 1944, I 
urged that an international status 
be worked out for the Ruhr so it 
could never become the main- 
spring of a new, warlike Germany 
but could, instead. start promptly 
to serve, without menacing, the 
free people of Europe. For 2!2 
years we have failed to do that 
job. So the American taxpayers 
will, this winter, supply coal and 


steel which ought to come from 
the Ruhr, 
For our own sake and for the 


sake of the world, it is imperative 
that we avoid the biunders of the 
past. This will take hard thinking 
and straightforward action and 
both are long overdve. First, as 
to the aid which is given to pre- 
vent starvation: this should not 
take the form of loans repayable 
in dollars and we know of no 
means of importing — sufficient 
goods from Europe to repay our- 
selves without demoralizing both 
the European and Anierican econ- 
omies. 

The governments which receive 
our aid, however, should not be 
allowed to sell the fcod and then 
use the proceeds for further defi- 
cit financing. ‘'Tnese proceeds 
should be used to develop the pro- 
ductive resources the nations 
so as more speedily to make them 
self-supporting. They should also 
be used to develop new productive 
resources out of which might later 
come the means of at least partial 
return on our investment through 
acquiring important strategic ma- 
terials needed in our own defense, 

On the second. or reconstruction 
aspect of our aid, we can legiti- 
mately regard the money ad- 
vanced as a straight loan. 


e 
Va 


But it 
should be made for business pur- 
poses and not left, as during the 
last two and a half years in the 
hands of social planners who do 
not know a loom trom aé corn 
husker. It is time we got business 
men into a business job. It would 
seem reasonable that the men who 
built the greatest prcductive plant 
in the world should be called on 
to help. Much of the best work 
being done in Europe today is by 
the American manufacturers who 
have plants in Europe, and are 
speeding their own rehabilitation. 





One motor company alone has 
turned out since the war more 





250.000 cars and trucks in 
Europe and in one nation is re- 
cently made its 50,000th postwar 


farm tractor, 


than 


Prevent Waste Through 
Supervision 
We shall want to make really 
certain, for once, that the aid we 
vrovide is not wasted. To provide 
firm and continuing management 
I should like to see the entire pro- 
gram closely supervised by a spe- 


cial authority created for that 
specific purpose. This authority 
should be under the direction of 


a genuineiy bi-partisan board. The 
Chairman should be an individual 
of outsianding ability, equipped 
by training and experience to as- 
sume the enormous responsibili- 
ties involved and entitled by 
reputation to the full confidence 
of the American people. 


Having provided fer a bus!ness- | 
like administration of our foreign | 
aid program, the Congress might | 


well adopt a statement of policy 
which would make our purposes 
clear, so clear in fact that nobody 
could misunderstand them, not 
cven the men in the Kremlin. The 
Congress could declare it to be 


a basic policy of the American 
nation to ass:st freedom-loving 
peoples elsewhere in the world 


who are ready to work with us 
to find a way back to economic 
stability. Such a statement, which 
might well be endorsed by the 
leaders of both parties, will make 
it clear that the United States has 
a settled policy and the means of 
carrying it out; that we will not 
suddenly or capriciously abandon 
those in other couritr:es who risk 
their lives to uphold the princi- 
ples of freedom in the face of the 
menace of a police state. 


Insist on Continued Results 

Having made such a statement 
of policy, we shouvic then make 
it clear that we expect results. 
Aid should be extended only as 
a prudent person would, in instal- 
ments, at frequent intervals, de- 
pending upon concrete demonstra- 
tion that the aid is being wisely 
employed for the purposes for 
which it is intended. This does not 
mean that we need to dictate con- 
cerning the internal affairs of 
other nations, 
program of 


European economic 


The fact is that the | 


cooperation drawn up by the 16) 


nations in response to the sugges- 
tion of Secretary Marshall con- 


tains in broad terms solemn com- | 
| uted solely to our great resources 


mitments on the part of these 
nations progressively to increase 
their output of food, raw materials 
and industrial products, to 
rigorouS measures _ to 
their finances, to cooperate fully 
with one another in a program of 
mutual help and to work as rap- 
idly as possible toward a European 
customs union. We may properly 
require of these nations that they 


take | 
stabilize | 


'The truth 


Even So! 


. « Many people in the United States, inside 
the Congress as well as outside, are extremely un- 
easy because a number of the prospective Marshall 
Plan countries have nationalized some of their in- 
dustries, though by undeniably democratic proce- 


dures. In addition, many 


Americans have intimated 


publicly and privately that we should not give help 
to these countries in their present desperate crisis 
unless they will undertake not to push further with 
their plans for nationalization, or with other steps 
for the socialization of economic life. 

“The objection is not based on the ground (quite 
possibly valid) that socialized economies are some- 
‘how less productive, or otherwise less ‘efficient.’ It 


is based on the allegation 
‘a bad thing’ and morally 


that socialism is somehow 
reprehensible. Therefore, 


it is said, even if partial socialization is the free 
democratic choice of these nations, we should not 
help them unless they will abandon their own right 
to choose, and instead will adopt our choices on 
internal economic organization. 

“It is hard to see much difference in principle be- 
tween this type of threatened coercion, and those 
practiced more ominously by Hitler and the USSR.” 

—JAMES W. ANGELL in the New York “Times.” 


It is unquestionably into just such logical cul-de- 


sacs that we frequently 


wander in pursuing our 


political bribery in Europe. 
But, for our part, we can not see why we should 


provide the capital gratis 


for socialization, national- 


ization or any other revolutionary change in social 
or economic systems—change we know full well re- 
duces, not enhances, the likelihood of recovering 
any investment we may make in such a land, and 
which hardly contributes to the relief of suffering. 


bring American aid. It cannot be 
told, as in the past, by shipping 


around the world modernistic 
paintings done by Communists 
at the expense of the American 
Government. It can be told by 
the concrete demonstration that 
human freedom and free enter- 
prise go hand in hand. Nether 
can succeed or survive without 


the other. When they are teamed 
together, they can bring elsewhere 
the freedom and economic achieve- 
ment they have brought to us. 


Tell Our Story 


To help others make the choice 
wisely between freedom and slav- 
ery, we should tell our story to 
the world, It is a great, an almost 
unbelievable, story. I am _ very 
tired of hearing our success attrib- 


is that our success is 
aue to the American system of 
political liberty and competitive 
free enterprise which has proved 
to be the most efficient productive 
system in the world. It is that 


|system which gives tu the average 


spell out in detail the measures | 
they will undertake to achieve} 
these major objectives. Having) 


done so, we should firmly insist 
that they adhere to the program 
they themselves have formulated 
and that they demonstrate, coun- 
try by country, a consistent and 
effective pursuit of 
goals as a requisite to continued 
assistance. 


Repubiican Congress Understands 
Business 

The committees of Congress will 

soon report their findings. By the 

greatest of good fortune, both for 

our country and for the world, 


|ship and slavery. 
those broad | 


we have a Republican Congress. | 


It understands the nature of busi- 
ness, and I am confident that these 
able men will bring forward a 
sound program. It may well even- 
tuate that the election of a Repub- 
lican Congress last year not only 
saved the domestic affairs of the 
United States, but it may well also 
save the peace of the world. 

I earnestly hope that the story 
of American achievement can be 
told at the same time that we 





man the highest rewards in im- 
proved living standards, increased 
leisure and growing economic se- 
curity. 

In this time of world crisis we 
can demonstrate that the Ameri- 
can system has succeeded. This 
success alone is a complete an- 
swer to the advocates of a return 
to the ancient systems of dictator- 
It is an answer 
in material terms—the only lan- 
guage they can understand. But 
what they cannot understand is 
that we would- surrender all our 
material success and live on their 
own abysmal standards before we 
would surrender what is much 
more precious—the liberty which 
God has given us. We know that 
the exchange of freedom _ for 
the security of a police state, 
brings only misery. We know that 
the spiritual liberty of the indi- 
vidual is the most precious thing 
on earth. 

I am confident that the America 
we love will move forward, se- 
cure in the knowledge that it is 
the greatest nation on earth be- 
cause it is generous, because it is 
free and because it represents the 
whole cause of freedom on earth 
today, 


‘Wall St. Committee in 
Philanthropic Drive 


The Wall Street Division of the 
Federation of Jewish Philan- 
thropies of New York has ac- 
cepted a quota of $750,000 as its 
share of the 1947 Federation ap- 
peal tor $15,000,000, it was re- 
vealed in a statement by the nine 
members of the division’s Execu- 
tive Committee. 

The committee corsists of Jo- 
‘eph Klingenstein of Wertheim & 
Company. an Associate Chairman 
of the overall Federation cam- 
vagin; Henry L. Heming, L. F. 
Rothschild’s Company; Herold C. 
Mayer, Bear Stearns and Com- 
pany; Benjamin J. Buttenwieser, 
Kuhn, Loeb and Compeny; Edwin 
H. Posner, Andrews. Posner and 
Rothschild; Ira Haupt, Ira Haupt 
& Co.; Jerome E. Lewine. Henry 
Hentz and Company; and Jacob C. 
Stone, Asiel and Company. 

At the same time it was a~- 
nounced that the Wall Street Di- 
vision of Federation would initi- 
ate its phase of the campaign at 
a cocktail party at the Harmonie 
Club, 4 East 60th Street, on Tues- 
cay, November 18. The gathering 
represeiits the focal point of the 
Division’s drive to meet its in- 
creased quota. 


Eschleman With Zuber Co. 


CHRONICLE) 





(Special to THE FINANCIAL 

COLUMBUS, O.—William J. 
Eschleman has become associated 
with W. M. Zuber & Co., 16 East 
Broad Street. He was previously 
with Hawley, Shepard & Co. and 
prior thereto with the Ohio State 
Divison of Securities. 





Joins Hirsch Staff 


CHRONICLE) 


O’ Malley 
(Special to THE FINANCIAI 
CLEVELAND, O.—Patrick A. 

O’Malley has become associated 

with Hirsch & Co., 1010 Euclid 

Avenue. Mr. O'Malley was for- 

merly with Ball, Burge & Kraus 

and prior thereto for many years 





with Hornblower & Weeks. 





38 (1978) 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, November 13, 1947 














[ Tomorrow’s 
Markets 
Walter Whyte 
| Says — 


}——= By WALTER WHYTE== 


Market stil! mulling ‘“un- 
knowa’” factors. Congressional 
ection in special session now 
Lig question mark. 

Last week being cne of 
those periods where nothing 
much happened, I decided to 
go deeper into what is laugh- 
ingly called the stock market, 
rather than just huddle over 
a piece of ticker tape. I read 
a batch of earning statements, 
studied balance sheets, com- 
pared ingot production and 
car loadings. In fact I did 
about everything but go 
around to the heads of com- 
panies and ask their opinions. 
Oh yes, I even spent a day in 
Washington talking to people 
who once seemed to know 
where the grease was that 
made the wheels 7 

| 
| 




















smoothly. 


On the basis of corporate 
statements there seemed to be 
little doubt but that common 
stocks were cheap. Even a 
yardstick of seven times earn- 
ings applied to many issues} 
mad> them look reasonable at | 
pres:nt prices. Industry in-| 
dex elso bore out this belief. | 
So far, so good. All one had} 
to do was to buy a hat full of ; 
the right stocks and then sit | 
back and watch them go up. 


| 

The Washington lads were | 
= m.>* more ditfident. Where | 
they used to know before, 
they only guess today. They 
thought taxes might be cut, 
but felt that the Marshall 
Plan would prevent it. They 
thought privately that the 
steel people were in _ for 
knuckl> wrapping for having 
lifted their prices too much 
and too fast. They thought 


| those of the author only.) 


la 
[the method is open to ques- 


| tion. 
| 
| 


bout the price spiral, though | 


} 


‘ates all these things and acts | 
accordingly, is apparently in| 


the midst of a digestion 
period. What I have been 
‘told in Washington isn’t ex- 
lactly a secret. If I’ve been 
'told what I have, it’s a cer- 
|tainty that people much bet- 
ter placed than I, know it 
too. The market, which is 
‘fundamentally where beliefs 


gz 


|} co 


|/paper, is now studying all | 
| these things before making | 
| up its mind. 

| 


| 
| 
| Nobody knows better than 


‘I how tiresome it can be to/this trend of 


| 


|sit back week after week do- 
ling nothing, or practically | 


thing, it would be silly to do| 
anything else. Don’t misun- | 
derstand me. I’m all for fun-| 
damentals. Without them,) 
stocks can’t go up very much 
or hold their gains. But buy- 
ing on fundamentals alone 








means tying up cash for what | ‘ 
| 
| 


may mean a long time, and 
that is where timing comes in. | 


overlook the fect that later on, if 


| voted away 


ito the 


| by 


Modernists’ Attacks on Savings: A Rejoinder 


(Continued from first page) 


debt have become extremely his > 


they did not go into investment | The tax rates have been made 


The market which evalu-' properly. 


There are various other grounds 
on which attacks on savers 
savings have been, and are still 
being, made. Few good words 
have been said for saving or 
savers in the United States since 
1932. A relatively large propor- 
tion of our people apparently have 
decided that it is easier and tem- 
porarily more satisfying to try to 
get an unearned share of the sav- 
ings of others, by the simple proc- 
ess of voting for those officials 
who are willing to distribute the 


ire exchanged fer pieces of carnings of other people, than it is 


to try to build their own incomes 
and savings by their own efforts 
This is a dangerous type of think- 
ing. The younger generation of 
voters, so many of whom seem to 
think in these terms, appear to 


affairs continues, 
their incomes and savings may be 
just as they are now 
voting for the distribution of the 


nothing, and telling others to| savings of their elders. “The self- 
do the same. Yet, until the | sufficiency of the individual” in 
market itself can say some-| th 


is country is a concept that ap- 
pears to be passing away rapidly 
if, indeed, it is not already dead. 


Keynes’ Theories 


The groundwork for these at- 
tacks, aside from that laid by Karl 
Marx and othe's like him, appar- 
ently goes back in no small degree 
book, “Economic Conse- | 
cuences Of The Peace,” by John 
Maynard K-ynes of England, pub- 
lished in 1920. The more direct. 
and recent, attack was launched 
Keynes in full-fledged form 


|in 1935-1936 when his book, “The 


So until some-of the invis- 
ible factors become a little 
more visible the advice will 
continue to be, **.. . hold off.” 

More next Thursday. 


|General Theory Of Employment, 


Interest, And Money,” was pub- 
lished. 
Following the apperance of the 


|latter book this country was del- 


uged with avitation and activities 


'in behalf of the Keynesian-Social- 


—Walter Whyts 


expressed in tht: 
article do not necessarily at ant 
time coincide with those of ths 
Chronicle. They are presented a: 


[The views 


John McKeon Dead 

John J. McKeon. senior partner 
in Chas. W. Scranton & Co., New 
Haven, Conn., and a member of 
the New York Stock Exchange, 
died at the age of 70. Mr. McKeon 
began his career in the investment 
business with the old firm of 
Bunnell & Scranton; he was suc- 
cessively Assistant Treasurer and 
Secretary of the firm and in 1922, 
when it was changed from a cor- 
poration to a partnership under 











the leather industry’s stand 
on prcduction curtailment to 
maintain a price structure, 
showcd a dangerous stupidity. | 
But most of all they felt that | 
even a Republican Congress | 
will have to do something | 








Pacific Coast 
Securities 


Orders Executed on 
Pacific Coast Exchanges 


Schwabacher & Co. 


Members 
New York Stock Exchange 
New York Curb Exchange (Associate) 
San Francisco Stock Exchange 
Chicago Board of Trade 
14 Wall Street New York 5, N. Y. 
COrtlarndt 7-4150 Teletype NY 1-928 
Pri ate Wires to Principal Offices 
San Francisco — Santa Barbara 
Monterey — Oakland — Sacramento 
Fresno 























Street. 


the name of Chas. W. Scranton & 
Co., he became senior partner. He 
was a former member of the board 
ot governors of the Investment 
Bankers Association of America. 


Joins Allen Co. Staff 


(Svecial to THE FINANCIAL CEHRCNICLE) 

LAKELAND, FLA.—Leonard C. 
Visscher has joined the staff of 
Allen & Co., 211 East Lemon 
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\is in essentials the philosophy of 
| Socialism, 


|of the so-called New Deal, which. 
| after 1935, rested to such a great 


| munists 
| ceptable and embraced it in prac- | 
i tically all its forms. 


| ning 


istic philosophy by the ‘me, too”’ 
followers of Keynes. The Keynes- 
jan tvve thinking appears to 
have been thoroughly in harmony 
With, and perhaps a factor con- 


at 


| tributing to, England’s plunge into 
| Sccialism. 


The Keynesian-Socialist doc- 


|trines thoroughly permeated our 


Federal government, and_ they 


| soon reached into our colleges and 
| universities and 


filtered down to 
the high schools, into the press, 
and, in some cegree, even into 
business circles. 

These doctrines have gone into 
our Federal laws and policies in | 
a multitude of ways. All of them | 
have resulted, in one form or an- 
other, in a dissipation of our na- | 
tional patrimony to a degree | 
never before seen in this nation. | 
The manner in which the savings 
of the people have been taken by 
the Federal government or other- 
wis? impaired and blanketed by 
heavy mortgage is something new 
in the history of the United States 
but not in the history of the world. 
Governments have collapsed and 
nations have been left prostrate 
by pursuing courses similar to 
that implied in the doctrines of 
Keynes and his followers. 

Since the Keynesian philosophy 


Socialists naturally 
embraced the more extreme forms 





on the Socialist-Keynes | 
and even the Com-| 


found the program ac- 


degree 
theories; 


The peace-time spending pro-| 
grams of our government, begin- 
roughly late in 1933, and 
considerable portions. of wartime 
expenditures, have, in large de-| 
gree, rested upon the Keynesian | 
theory that saving is fundamen- 
tally anti-social in its effects and | 
that spending is virtuous. As a| 
consequence, our spending has} 


been profligate and our taxes and | 


| wealth. 
| welfare of other people were said 


| goods, and 


| anti-social 
| need, or deserve, any appreciable 
| compensation in the form of in- 
| terest when 


Lar 


sharply progressive, anu : 


| burden has become more charac; 
paced teristic of that under a totalitarian 
« a 


government than that of a repub- 
lic. One of the basic purposes of 
these taxes has been to level down 
the large incomes of bot” indi- 
viduals and corporations. The tax 
programs for the enforced distri- 
bution of corporate earnings have 
rested upon the notion that cor- 
porate surpluses and reserves rep- 
resent a withholding of purch 

ing power from the needy. These 
various tax programs have had 
destructive effects on savings and 
the accumulation of capital goods. 


The “Economic Maturity” Concept 

Closely related to this anti-sav- 
ing, pro-spending, program of our 
government was the concevt of 
economic maturity which some of 
our economists and others were 
able to inject into our Federal 
policies. Since, so it was alleged, 
we had reached economic matur- 
ity, savers, it was claimed, could 
no longer find adequate outlets in 
investment and, therefore, it was 
now necessary for the govern- 
ment to step in, take surplus sav- 
ings, and invest them in activities 
to be provided by the government. 
The assumption that government 
paternalism was superior to pri- 
vate enterprise was a companion 
notion of that of economic ma- 
turity. 

The profligate spending and the 
wild accumulation of debt were 
fostered in pari by the notion 
propagated by these same econ- 
omists (and others) that govern- 
ment debt can do no harm and, 
indeed, has many virtues because, 
they said, “we owe it to ourselves” 

-as though that contention 
tified their policies. The alleged 
virtues of public debt were ex- 
pounded vigorously by these eccn- 
omists. Practically nore of them 
seemed to see any dangers in it. 
Taxpayers had no rights or vir- 
tues that called for protection; 
they were impersonal objects 
automatons—tftit nothing ex- 
cept to be plucked by those who 
deemed themselves best qualified 
to do the most thorough job. 

As a part of this widespread at- 
titude, there has been an almosy 
uniform tendency among. this 
group of economists, and others, 
who embraced such notions, to 
give away a very large portion of 
the savings of the people of the 
United States. All sorts of rea- 
sons have been provided and are 
still being provided for the expro- 
priation and exportation of our 
Our prosperity and th? 


') — 
jus 


ior 


to depend upon our spending and 
gifts and upon the maintenance 
by us of heavy exports of our 
wealth. Prosperity and depression 
were said to be “indivisible.” 
This jargon spread as though it 
were a fundamental truth al- 
though it was merely another de- 
vice employed by those devoting 
themselves, in vart, at least, to the 
dissipation of the national patri- 
mony Gf the people of this coun- 
wy. 

Our currercy was depreciated 
in a variety of ways—another 
means of dissipating our national 
patrimony. This depreciation was, 
among other things, supposed to 
aid us by making it easy tor peo- 
ple in other countries to buy our 
more difficult for us 
to buy theirs. 

Artificially rates 


low interest 


| were instituted and maintained to 
' make it easier for the government 


to borrow and spend, and because 
savers were held to be essentially 
people who did_ not 


they loaned their 


savings. 

Another attack on the savings 
of this nation comes through the 
tendency of our government to 


subsidize uneconomic enterprises | 


have 


at home and abroad as a part of 
a governmentally-managed econ- 
omy concent and as a part of our 
government’s policy of distribut- 
ing taxpayers’ money to all pres- 
sure groups that are supposed to 
have large voting power at their 
disposal. 
Virtues of Saving 

One of the arresting situations 
in this country today is the fact 
that it seems necessary to explain 
and to defend the viitues of sav- 
ing. Just what do savings do, and 
what is the virtue in saving? Here 
the word “saving” used in its 
proper economic sense of accumu- 
lating and preserving things of 
value. 

Savings have provided 
chief aid to production aside 
from natural resources and the 
supply of effective labor. They 
have enabled man to increase pro- 
duction and to raise his plane of 
living. Indeed, it been sav- 
ings, along with intelligence in 
their use, that have raised human 
beings from the economic state of 
the savage. Savings provide in- 
dividuals with some degree of 
protection and security amidst the 
uncertainties of unemployment, 
sickness, old age, and other mis- 
fortunes. They provide the means 
by which we educate ourselves, by 
which we endow our great and 
useful social institutions, by which 
the mature aid and protect the 
young, by which the strong pro- 
tect the weak, and by which men 
provide for their widows and or- 
phans. They tend to give regular- 
ity to income and_ purchasing 
power. They reduce the demands 
upon charity. They permit the 
accumulation of those more dur- 
able production and consumpt_on 
goods which serve the consumer 
better and over a longer period 
of time. They increase ownership 
and reduce borrowing and renting. 
They make possible a better fam- 
ily life. It is out of savings, pres- 
ent and future, that governments 
are financed. It is out of savings, 
present and future, that spending 
power is derived. It through 
saving that leisure and the arts of 
leisure have been made possible. 

Can anyone scrutinize this brief 
cnumeration of the economic 
functions and virtues of saving 
and seriously question the impor- 
tance of a continuation and in- 
crease in saving if humanity is to 
continue to progress? 

The vreceding enumeration 
should also suggest clearly both 
the necessity of saving and the 
fact that oversaving can never 
constitute a danger to humanity— 
individually or in the aggregate. 

The practical impossibility of 
oversaving appears in the follow- 
ing facts, among others: The 
necessities of life must be met, 
and retatively few people can or 
will cut very deeply into con- 
sumption when their purchasing 
power does not reach far, it at all, 
beyond the principal necessaries 
of life. So long as there is a posi- 
tive rate of interest paid for sav- 
ings, there cannot be too much 
saving. The general optimism of 
people as to the future militates 
against execssive saving, and in- 
creases the tendency to spend in 
the present. Since people must 
grow old, most of them must, as 
a consequence, lose their produc- 
tivity and eat into their. savings. 
Savings are also impaired by un- 
fortunate investment; by taxation; 
by obsolescence; by destruction, 
through use, accident, or waste; 
and by declines in value. The de- 
sires of people to spend never die 
and are, practically, without limit, 
Oversaving in the face of this 
human characteristic seems im- 
possible. 

The attacks on the savings of 
the people of this nation, which - 
been pronounced and un- 
precedented during the last 13 or 
14 years and which are continuing 
in a multitude of ways, have been 
and are among the most danger- 
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ous movements that have ever | the objective standards of science.|in such a manner as to bring the 


taken ploce in this country. 


According to the July bulletin | 


of the Institute of Life Insurance 
“the return on savings is cur- 
rently nearly a third less than it 
was in prewar 1939 and well un- 
der half the level of return that 
prevailed in the late ’20s. Penaliz- 
ing thrift to such an extent,” says 
that bulletin, “has far-reaching 
implications for the individual 
and famity.” 

That builetin says further: “The 
Cecline in the earning power of 
Savings and investments has a 
direct effect on personal long- 
range security and protection pro- 
grams which, under conditions as 
they are now, are falling short of 
meeting original objectives.” 

. One of the stupid things that we 
are doing in this country is agitat- 
ing for more and more social in- 
surance while we at the same 
time attack private savings, re- 
duce the returns on them, and 
undermine in a variety of ways 
the future security of our people. 

It would seem that the philoso- 
phy of Socialism which underlies 
in a fundamental way a large 
proportion of these attacks could 
easily be understood to be destruc- 
tive economically, socially, and 
individually. At least every re- 
spectable economist is supposed to 
be able to understand the destruc- 
tive and evil nature of Socialism. 

The economic maturity concept 
rests upon no_ scientific basis; 
those who embrace it have no ap- 
preciation, apparently, of the his- 
tory of economic development 
throughout the world. 


Savings Related te Investment 

The discussion which is taking 
Place principally in 
circles of the equality, or desir- 
ability of equality, between sav- 
ing and investment have been and 
are in the main economic non- 


academic 


| The net result is economic waste 
and possibly a disastrous destruc- 
‘tion and dissipation of a nation’s’ 
patrimony. We have seen much 
|in this world in recent years, and 
throughout the history of the 
world, as to what happens to 
people when governments pre- 
sume to tell them what they may 
produce, what they may consume, 
and what prices may or must be. 

Any defender of a government- 
ally-managed economy must of 
necessity take the position that 
the standards of objectivity pro- 
duced by the operation of the 
forces of free and fair competi- 
tion, in which all society records 
its judgment, are inferior to the 
judgment of a few men in assur- 
ing the general welfare of the 
people of a nation. Such a posi- 
tion cannot be defended in science. 


When we depart from the stand- 
ards of right and wrong as pro- 
vided by the operation of the 
forces of free and fair competi- 
tion we are lost in a forest of 
subjective appraisals in which 
there are no scientific or objective 
guides. In the realm of subjective 
values there is no science of Eco- 
nomics. 


There is no judgment that can 
poss bly equal the combined judg- 
ment of all the buyers and sellers 
when they are free to express 
their judgment of everybody af- 
fected. Producers, buyers, and 
sellers all get their best and their 
proper guidance from free mar- 
kets. When a government regu- 
lates monopolies it is presumed 
that it will attempt to reproduce 
or approach the conditions that 
would prevail if free and fair 
competition could operate. 

When governments intrude, and 
| presume to ignore or override the 
|objective standards of the free 
|market, the latter are replaced 
i\by the subjective evaluation and 





sense. It would scem that any ex- caprice of those in power. Will 


rerienced adult would know that 


and power become the factors that 


investment may and often does} determine what shall be. When a 


run far beyond the common 
measurements of current saving 
for a selected period of time for 
the simple reason that a large 
proportion of investment can rest 
upon credit. Conversely, invest- 
ment for a selected period of time, 
including investment resting upon 
credit, may fall far short of sav- 
ings since the latter may in part 
represent centuries of accumula- 
tion and preservation of things of 
value. Savings are rarely defined 
accurately and they cannot be 


measured with any precision. The | 


time periods in respect to saving 
and investment involve considera- 
tions that make much of the dis- 
cussion of the equality or in- 
equality between saving and in- 
vestment naive and foolish. 
Closely related to the spread of 
the Keynesian-Socialist doctrines 





| government undertakes to force 
its will in the market place eco- 
nomic disturbance is the result. 
Artificial values appear. The ef- 
fect on production, exchange, con- 
|sumption, saving, investment, and 
i prices can be, and usually is, un- 
fortunate. 

The widespread failure in this 
country to understand what ob- 
jective standards of value mean, 
that these are the only objective 
guides known as to what is good 
or bad, desirable or undesirable, 
in the economic world, and that 
they are the best possible guides 
to producers, consumers, buyers, 
sellers, savers, and investors has 
permitted this country to go far 
astray and to drift into or to em- 
brace a multitude of devices that 


‘are uneconomic in nature and are 


has been the failure on the part of , 


a large group of our people, 
zwmong whom the Keynesian eco- 
nomists have been leaders, to 
understand the virtues of free and 
fair competition and the use of 
government to maintain such 
competition among the people as 
they produce, exchange, and con- 
sume. 


Free and Fair Competition 


In the light of the trend of 
events in this country in recent 
years ana even today, it needs to 
be emphasized again and again 
that there are no objective stand- 
ards by which we can measure 


what is proper in_ production, 
prices, profits, savings, invest- 
ment, and in the distribution 


of wealth and income except as 
these matters are determined by 
the operation of the forces of free 
and fair competition. Any other 
decision in matters of this sort 
rests upon a subjective appraisal; 
and these are always arbitrary. 
When a government undertakes 
to substitute its judgment as to 
what is proper in the economic 
world for the results that flow 
naturally from free and fair com- 
petition, that government is sub- 
stituting its power and will for 





costing the people of this country 
a fabulous sum. Along with this 
has come an almost general ac- 
ceptance of the notion that a gov- 
ernment can manage an economy 
better than can society acting col- 
lectively through the exercise of 
the judgment of all buyers and 
sellers operating freely and fairly 
in the market place. 

We obviously need to remind 
ourselves over and over today 
that there is no sound basis for 
the notion that the judgments of 
government officials are superior 
to the forces of the market place. 

When Sir George Paish, long a 
close student of business fluctua- 
tions, visited the United States in 
1937, he put the matter accurately 
and well when he said: “Long 
experience has caused me to come 
to the conclusion that the eco- 
nomic crises of the world which 
come from time to time are the 
result rather of political action 
than of economic action, and can 
be avoided only when the states- 
men of all nations have a greater 
understanding of economic law 
and have some appreciation of the 
consequences of their own actions. 
... It may be said that the states- 
men of the world, taken as a 
whole, have since the war, and 


especially in recent years, acted 


| world machine almcst to a stand- 
stili.” 

The widespread failure of the 
;people of this country to under- 


istand clearly the value of stand-| 


ards determined under conditions 
of free and fair competition in the 
market place and the drift to an 
increasing amount of government- 
ally-managed economy are prob- 
ably the most dangerous tenden- 
cies involving the welfare of this 
nation that have occurred in our 
history. The impairment of our 
savings and the dissipation of our 


national patrimony are part of 
this development. Some of the 
concrete results thus far are a 


burden of taxes and a blanket of 
debt on our people and national 
patrimony reaching far beyond 
anything of which we have ever 
dreamed. The effects that prob- 
ably will flow from this exceed- 
ingly unhealthy situation appear 
not to be widely understood. We 
seem to be in the same general 
situation as the individual bor- 
rower who has borrowed almost 
to the limit and is busy spending 
the proceeds. He feels prosperous 
and has a sense of well-being. He 
sees the outward symptoms of 
prosperity—a large flow of money, 
large bank accounts, much buying, 
and great activity. 


Real Wealth Relatively Scarce 


But there are some _ sobering 
aspects of this picture: There are 
the matters of debt and taxes and 
of the situation in respect to our 
real wealth. Our real wealth is 
relatively scarce as prices and the 
absence of goods reveal. Prices 
are high. We cannot get automo- 
biles, we cannot build houses, we 
cannot get a multitude of things 
that we should have. Our produc- 
tive activities must be very great 
and persist for a long time if we 
are to overcome the nonproduc- 
tion of various commodities that 
characterized the years of the war 
and the preceding depression. We 
are beginning to perceive a few 
of these sobering things, but the 
real days of reckoning have not 
yet arrived. We, like the profli- 
gate individual borrower’ and 
spender, are still in the stage of 
intoxication, pleased with our 
spending and its results and, 
therefore, wish to prolong it and 
to use the same devices to scatter 
our real wealth to the four cor- 
ners of the world. We still seem 
to wish to borrow and to mort- 
gage and to spend until the bitter 
end finally overtakes us—an end 
which we seem to think is non- 
existent. We seem to be living up 
to our supposed assumption that 
God takes care of fools and the 
United States. Although we act 
as though we actually entertain 
such a belief, and that it makes no 
difference how foolish we may be, 
we would do well to remind our- 
selves that the history of the 
world is replete with chapters on 
the wreckage of nations that were 
similarly foolish. 

The people of the United States 
sorely need to understand the na- 
ture, implications, and background 
of the Keynesian-Socialist doc- 
trines which have afflicted this 
nation like a pestilence in recent 
years and have done so much to 
lead us away from private-enter- 
prise-competitive markets and to- 
ward governmentally - managed 
economy with its profligate 
spending, waste, and destruction 
of our national patrimony. 


Keynes’ Attacks on Capitalism 


When, in 1920, John Maynard 
Keynes published his “The Eco- 
nomic Consequences of The 
Peace” (Harcourt, Brace and 
Howe, New York), he made some 
eynical and sarcastic observations 
on the nature of saving and the 
capitalistic system (esvecially on 
pp. 18-22) from which have 
evolved the more recent Keyne- 
sian attacks on savings that have 
bedeviled both England and this 
country. 


He described how European so- 
ciety was organized in the nine- 





teenth century to secure the max- 





le. . . . 
imum of capital accumulation and 


how this accumulation was fos- 
| tered by, and depended upon, in- 
equality in the distribution of 
wealth. He pointed out that it 


was “those vast accumulations of 
fixed wealth and of capital im- 
provements which distinguished 
that age from all others” and in- 
sisted that in this fact lay “the 
main justification of the Capital- 
ist System.” 

He then advanced the following 
peculiar contention: ‘‘this remark- 
able system depended for its 
growth on a double bluff or de- 
ception. On the one hand the 
laboring classes accepted from ig- 
norance or powerlessness, or were 
compelled, persuaded, or cajoled 
dv custom, convention, authority. 
and the well-established order of 
Society into accepting, a situation 
in which they could call their own 
very little of the cake that they 
and Nature and the capitalists 
were co-operating to produce. 
And on the other hand the capi- 
talist classes were allowed to call 
the best part of the cake theirs 
and were theoretically free to 
consume it on the tacit under- 
Iving condition that they con- 
sumed very little of it in practice. 
The duty of ‘saving’ became nine- 
tenths of virtue and the growth 
of the cake the object of true re- 
ligion. There grew around the 
ron-consumption of the cake all 
those instincts of puritanism 
which in other ages has with- 
drawn itself from the world and 
has neglected the arts of produc- 
tion as well as those of enjoyment. 
And so the cake increased; but 
to what end was not clearly con- 
emplated. Individuals would be 
exhorted not so much to abstain 
as to defer, and to cultivate the 
pleasures of security and antici- 
pation. Saving was for old age 
or for your children; but this was 
only in theory,—the virtue of the 
cake was that it was never to be 
consumed. neither by you nor by 
vour children after you.” 

Then he comes to the remark- 
able conclusion from which the 
uneconomic and destructive So- 
cialist-Keynesian doctrines of the 
last decade seem clearly to stem. 
He said: “It was not natural for 
a population, of whom so few en- 
joyed the comforts of life, to ac- 
cumulate so hugely. The war has 
disclosed the possibility of con- 
sumption to all and the vanity of 
abstinence to many. Thus the 
bluff is discovered; the laboring 
classes may be no longer willing 
to forego so largely, and the cap- 
italist classes, no longer confident 
of the future, mav seek to enjoy 
more fully their liberties of con- 
sumption so long as they last, and 
thus precipitate the hour of their 
confiscation.” 

It should be noticed that he 
says: “It was not natural for a 
copulation, of whom so few en- 
ioyed the comforts of life, to ac- 
cumulate so hugely.” and that he 
speaks of the disclosure of the 
vanity of abstinence and of the 
cossibility of consumption dis- 
closed by spending for war. In 
short, he is saying that the time 
may soon come when the eco- 
nomic pie is to be cut up and the 
savings of generations consumed. 
That is, of course, what we in the 
United States have been, and are, 
doing in pursuing the sophistries 
of the Keynes-Socialist variety of 
economic thinking. 

In his book, “The General 
Theorv of Employment, Interest. 
end Money” (Harcourt, Brace and 
Company, New York. 1936), we 
find in full bloom the theories 
whose roots reach back to the 
ideas planted more or less subtly 
in his book published in 1920. 
Basically. these full-blown theo- 
ries of 1936 are anti-saving, pro- 
spending, managed-economy, and 
Socialist. These are the famous 
Keynesian theories of which so 
much is heard and with which 
so many, chiefly young, econo- 
mists in this country and in Eng- 
land have allied themselves. In 
important and basic respects these 
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Marxian economic doctrines 
dressed up in a different garb. 
They have given rise to an or- 


giastic eruption of economic twad- 
dle probably exceeding anything 
that the science of economics has 
ever experienced. Some of the 
orgiasts, who have been revelling 
in the Keynes new economic jar- 
gon, have been labelling their 
writings “sophisticated” or “re- 
condite”! A more appropriate la- 
bel would describe them as a new 
variety of ridiculous academic af- 
fectation by people who are ad- 
vertising themselves as unable to 
do independent scientific think- 
ing and who, therefore, find it 
necessary to follow some leader. 
Regarding these Keynesians, few 
descriptions seem more apt than 
that used by Keynes in describing 
vhat he called the orthodox econ- 
omists: “The part played by... 
[these] economists, whose com- 
mon sense has been insufficient 
to check their faulty logic, has 
been disastrous to the latest act.” 
(The General Theory, p. 349.) 

These Keynesians and _ their 
Dhilosophy, operating chiefly 
through our Federal government, 
have cost the people of this coun- 
try billions piled upon other bil- 
iions of dollars. And the end is 
not yet in sight. They have 
poured the people’s savings down 
rat holes domestically, and inter- 
nationally they seem determined 
to give away our wealth until 
stopped not by elementary com- 
mon sense but only when we are 
drained dry and lie prostrate. 

(The arguments being advanced 
in support of the so-called Mar- 
shall Plan will not in general 
withstand careful analysis and are 
rarely supported by facts. Most, 
if not all, of them are marked by 
superficial and inconsistent think- 
ing and by emotional attitudes. 
Although the dissipators of our 
national patrimony are busy in 
connection with this so-called 
Plan in their efforts to give away 
cur welath and to weaken our 
nation still further, it is fortu- 
nate for this country that a fairly 
large group of more level-headed, 
better-.nformed, and more ex- 
perienced men will sit in judg- 
ment on this proposition. It seems 
probable that this latter group 
will reduce in a marked manner 
the risks that are now involved in 
this proposal and in the typical 
emotional arguments being of- 
fered in support of a continued 
reckless giving away and export 
of our wealth and well-being.) 

Although it is not completely 
satisfactory to lift sentences or 
paragraphs out of the Keynes 
“General Theory” since it is the 
drive of the argument running 
throughout the work that reveals 
the true nature of his contentions 
and recommendations, perhaps a 
few sentences from his last chap- 
ter will reveal with sufficient ac- 
curacy some of the _ significant 
aspects of his anti-saving, pro- 
spending, Socialistic doctrines and 
their relation to the seeds planted 
in his book of 1920 and to what 
has been taking place in this 
country in 1ecent years. 

From page 372: “The outstand- 
ing faults of the economic society 
in which we live,” he says, “are 
its failure to provide for full em- 
ployment and its arbitrary and 
inequitable distribution of wealth 
and incomes.” 


The Keynes position here is that 
government officials can have 
better standards than those yielded 
in the market place for determin- 
ing the proper distribution of 
wealth and income. The facts, of 
course, are just the opposite; but 
this assumption of Keynes is the 
assumption of those who advocate 
a governmentally-managed econ- 
omy. 

Then there is the full-employ- 
ment concept which is widely 
used and accepted in our current 
economic jargon as though it were 
valid. The concept will not with- 
stand careful analysis. No one 
can possibly know what full em- 
ployment is. In the practical 
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(Continued from page 39) 
world the concept becomes non- 
sensical. If we had such a thing 
—assuming that the words mean 
literally what they say — a new 
industry could not start since 
there would be no available em- 
Ployees. There would be no in- 
wentors or managers to start a 
mew enterprise because they 
would already be “fully em- 
ployed.” The nonsense involved 
in the general run of current dis- 
cussion regarding full employment 
és a sample of some of the foolish 
things in the economic world that 
we embrace from time to time 
ender the stimulas of slogans and 
cliches which we do not take the 
time to analyze. 

From page 373: “... Experience 
suggests that in existing condi- 
tions saving by institutions and 
through sinking funds is more 
than adequate, and that measures 
for the redistribution of incomes 
in a way likely to raise the pro- 
pensity to consume may prove 
positively favourable to the 
growth of capital.” 

“« . . In contemporary condi- 
tions the growth of wealth, so far 
from being dependent on _ the 
wbstinence of the rich, as is com- 
monly supposed, is more likely 
to be impeded by it. One of the 
chief social justifications of great 
inequality of wealth is, therefore, 
removed. I am not saying that 
there are no other reasons, unaf- 
fected by our theory, capable of 
justifying some measure of in- 
equality in some circumstances. 
But it does dispose of the most 
important of the reasons why 
hitherto we have thought it pru- 
dent to move carefully.” 

The meaning of that last sen- 
tence deserves emphasis: It is that 
it is no longer necessary to move 
carefully in this levelling process. 

Well, we have seen that theory 
at work in England under the 
Socialist government; and_ that 
government has been and still is 
running to our people for hand- 
cuts while economic stagnation 
there continues with destructive 
effects. And, as a further com- 
mentary on the application by 
Keynes of this levelling theory 
to Keynes himself, reliable re- 
ports from England are that while 
associated with the Treasury and 
Bank of England he built for 
himself a relatively large fortune 
—so large that when it was dis- 
covered at the time of his death, 
the Civil Service of Britain, so 
the report goes, was disillusioned 
and shocked. 

We have seen several instances 
of the same thing in this coun- 
try. A fairly large number of 
Keynesians involved in our gov- 
ernment service, while busy level- 
ling down others, have been busy 
levelling themselves upward. 


“Euthanasia of the Rentier” 

In some of the remaining con- 
cluding sentences in this book 
Keynes says he feels “sure that 
the demand for capital is strictly 
limited” (p. 375); that the supply 
could be increased to a point at 
which the return would be very 
small (p. 375); that although “this 
state of affairs would be quite 
compatible with some measure of 
individualism [note that ‘some 
measure of individualism” would 
be left], yet it would mean the 
euthanasia of the rentier, 
conseq:icntly, the euthanasia of 
the cumulative oppressive power 
of the capitalist to exploit the 
scarcity-value of capital.” (Pp. 
375-376. ) 

Note that he would put to sleep 


the rentier group — the people | 


with fixed incomes from invest- 
ments—and the capitalists who 
would charge for the use of their 
capital. 

Is it any wonder that the poorly- 
rounded and immature econo- 
mists—mostly youngsters trying 
to climb on top of the heap in an 
effort to exercise power, to be- 


come managers in government, to ever that may mean to those who 





and, | 





| of 14,000,000 or 15,000.000 would 


feather their nests—ran wild with 
this Keynesian Socialism? Why 
a few older economists took up 
this collection of economic falla- 
cies—and fortunately there were 
relatively few—probably calls for 
a different explanation in each 
case, It would seem that none of 
them could have any justifiable 
pride or confidence in his position 
since it is obvious that he was un- 
able to reach such conclusions 
himself—he had to have a leader 
to show him the way. If he spent 
ten or twenty or more years in the 
field of Economics before Keynes 
presented his theories and could 
not place his feet on solid ground, 
there is little reason for supposing 
that he is ever likely to recognize 
solid ground in Economics. It 
seems to be a good guess that 
some of the older economists who 
suddeuly blossomed out as “me, 
too” Keynesians are hoppers-of- 
bandwagons. If they were actu- 
ally Socialists, as was Keynes ba- 
sically, then it seems reasonably 
clear that they kept their Social- 
ism under cover until it appeared 
safe or popular to bring it out in 
the open. 

The artificially low interest 
rates which have done so much 
harm in this country was an im- 
portant part of the Keynes theo- 
ries. This is what he says (p. 376): 
“Interest to-day rewards no gen- 
uine sacrifice, any more than does 
the rent of land.” 

It would seem that that sentence 
alone should be sufficient to con- 
vince any intelligent person that 
its author was outside the pale of 
respectability in so far as eco- 
nomic science is concerned. 





Still further, on the Socialism of | 
Keynes: He says (p. 378) that | 
“The State will have to exercise | 
a guiding influence on the pro-| 
pensity to consume partly through 
its scheme of taxation, partly by | 
fixing the rate of interest, sued 
partly, perhaps, in other ways... . 
I conceive that a somewhat 
comprehensive socialization of in- 
vestment will prove the only 
means of securing an approxima- 
tion to full employment. ... The 
necessary measures of socializa- 
tion can be introduced gradually 
and without a break in the gen- 
eral traditions of soc:ety.” 

He says further (p. 381): “The 
authoritarian state systems of to- 
day seem to solve the problem of 
unemployment at the expense of 
efficiency and of freedom. It is) 
certain that the world will not 
much longer tolerate the unem- 
ployment which, apart from brief 
intervals of excitement, is asso- 
ciated-—and, in my opinion, inevit- 
ably associated—-with present-day 
capitalistic individualism. But it 
may be possible by a right anal- 
ysis of the problem to cure the 
disease whilst preserving effi- 





ciency and freedom.” | 

That paragraph deserves careful | 
scrutiny. He savs it may be pos-| 
sible to cure the disease whilst 
preserving efficiency and freedom. 
But suppose widespread unem- 
ployment occurs in another de- 
pression, what is his answer? It 
is that this will not much longer 
be tolerated and, by clear impli- 
cation, that an authoritarian State 
system must follow even at the 
expense of efficiency and freedom. 


no 


Freedom and Totalitarianism 


Well, an authoritarian State can 
provide employment. But with it 
goes loss of freedom. David J. 
Dallin and Boris I. Nicolaevsky 
in their book, “Forced Labor in 
Soviet Russia” (Yale University 
Press, New Haven, 1947), gave a 
series of what they regarded as 
the best estimates on slave labor 
in Russia, and of these a figure 


seem to be typical. They point 
out (p. 84) that guesses on the 
number of prisoners in all kinds 
of forced labor institutions “go up 
to 15, 20, and even 30, million 
men.” 


Since “full employment”—what- 





use that term—is one of the prin- 
cipal keys to the Keynes argu- 


ments, the State is to provide the} 
The | 


means for its attainment. 
other things that characterize So- 
cialism and authoritarian govern- 
ment follow as a matter of course 
—despite the apparent qualil.ca- 
tions which Keynes sets up here 
and there in his writings. 

There is a large collection of 
evidence and writings by Keynes 
and others as to his Socialism. 
For example back in 1933 he said: 
“The decadent international but 
individualistic capitalism, in the 
hands of which we found our- 
selves after the war, is not a suc- 
cess. It is not intelligent, it is not 
beautiful, it is not just, it is not 
virtuous—and it does not deliver 
the goods. In short, we dislike it 
and are beginning to despise it.” 

“National Self - Sufficiency,” 
Yale Review (Summer, 1933), p. 
760. 


Surendra J. Patel, writing on 
“Marxism and Recent Economic 
Thought” in “Science and Society” 
(Winter, 1947), pp. 52-65, says (p. 
64) that ““Keynesian economic ap- 
proach has made it possible 
for the Marxian and Keynesian 
economists to approach’ each 
other on the basis of intellectual 
honesty and equality.” Through- 
out this essay the parallelisms be- 
tween the Keynes theories and 
Marxianism are pointed out. 


It has been on the diet revealed 
in part by these excerpts from 
the Keynes doctrines that our 
young and a few other Keynesians 
have been feeding during the last 
decade. Some of them have been 
even wilder than Keynes. Their 
so-called contributions to the sci- 
ence of Economics and to the 
welfare of the United States are a 
sorry chapter, indeed, in our his- 
tory. 

The distinguished French eco- 
nomic scientist and government 
official, Jacques Rueff, writing 
on “The Fallacies of Lord Keynes’ 
General Theory” in “The Quar- 
terly Journal of Economics” (May, 
1847), ends his discussion with 
this sentence: “Whom Jupiter 
wishes to destroy, he first makes 
mad.’ That is an observation that 
the Keynesians, and, of course, the 
people of this country would do 
well to ponder with care. 


b 


Qualities of Presidential 
Candidates 

The thing that the United States 
needs above all others is a Presi- 
dential candidate, and President, 
competent in Economics and com- 
pletely honest, who will talk to 
the people of this country direct- 
ly, honestly, firmly, without fear 
of the consequences, and with al- 
legiance to nothing but the truth 
in so far as science can produce 
it. If he would govern others, he 
should be a man who is able and 
willing to govern himself. 

Considering the typical  be- 
havior and procedures of the typi- 
cal office-seeking politician, such 
a Presidential candidate and Pres- 
ident would be unique. But con- 
sidering that it is highly prob- 
able that there is still a majority 
of people in this country who un- 
derstand what it was that carried 
this country in the space of 159 
years to standards of living never 
attained by any other nation in 
the history of this world, it seems 
reasonable to suppose that the 
response of the people to such a 
man and to such treatment would 
be gratifying and reassuring in- 


seem to consider it a compliment 
to their character and intelligence 
to be dealt with on the assumption 
that they can face the truth, harsh 
and unpleasant though it may be. 
The typical politician’s assump- 
tion and presumption that the 
public must be given sugar-coated 
pills and tricked by clever little 
devices and equivocal statements 
is not a compliment to the people 
of this country; and it seems rea- 
sonably clear that among the 





| worth while. 


deed. Most self-respecting people | outs, 





fruits of such an attitude is the 
widespread cyncism with which 
the typical politician is regarded. 

In any event, straight, sharp 
talk from a Presidential candi- 
date who knows Economics, who 
knows what made this nation 
great within such a short period 
of time, and who knows the dan- 
gers in the courses we have been 
pursuing, is what the great ma- 
jority of the people of this country 
need and probably would like to 
hear. 

What would such a man say to 
us? Among other things, he would 
tell us that we must repudiate the 
idea that a governmentally-man- 
aged economy is socially benefi- 
cial. He would tell us that we 
must remove our government 
from business, make it a regula- 
tive agency, and return to the 
private enterprise system in which 
free and fair competition will be 
the guiding procedure in our eco- 
nomic activities. 

He would tell us that reckless 
spending and waste by the gov- 
arnment must stop; that the budg- 
et must be balanced, taxes re- 
duced sharply, and the debt paid 
off as best we can. 

He would tell us that the money 
of this nation is the _ people’s 
money, not that of any political 
party in power, and that there- 
fore the gold-coin standard should 
be restored so that every individ- 
val would once more have some 
control over the manner in which 
his representatives use Or abuse 
the public purse. He would re- 
mind us that a governmentally- 
managed economy could not ex- 
ist along with a gold-coin mone- 
tary standard, and that a return 
by us to such a standard would 
be one of the most potent means 





of speedily terminating our recent 
and present march toward Sta-| 
tism. He would make it clear that | 
those who oppose a return to a | 
gold-coin standard are either in- 
tentionally or unwittingly giving 
support to a governmentally- 
managed economy. 

He would tell us that subsidies 
for pressure groups and uneco- 
nomic enterprises will end. 

He would tell us that with the 
ending in this country of a gov- 
crnmentally - managed economy 
the huge government bureaucracy, 
which has been living off other 
producers and making life so 
complicated and government so 
oppressive and distracting, will be 
stripped down to bare essentials 
and these people sent out to see 
if they can add anything to the 
real wealth of this country. 

He would explain to us the vir- 
tues of the objective standards as 
to what is desirable and undesir- 
eble that are yielded by the oper- 
ation of the forces of free and fair 
competition and make it clear 
‘hat these would be our standards 
of judgment henceforth. 

He would point out that our 
government is to serve all alike 
with justice, without fear or fa- 
vor—labor, capital, the employer, 
the weak, the strong, the rich, 
the poor, the good, the bad. 

He would tell us to go to work, 
to deliver honest labor for our 
returns, to, save, to be thrifty, to 
be honest, and to practice the de- 
cencies and courtesies which 
smooth out the difficulties in so- 
cial intercourse and make life 





He would tell us that if people 
cannot settle their differences 
neaceably they must settle them 
in court; that force is not the 
means by which justice is ob- 
tained: that therefore industrial 
strife in the form of strikes, lock- 
boycotts. and so on would 
be ended, and that the methods 
of peace would be substituted and 
enforced. 

He would tell ux that trickiness 
and clever little devices for cir- 
cumventing the law would not be 
tolerated in his Administration, 
and that he would return this na- 
tion to strict observance of our 
Constitution and statutes. 


He would tell us that special 





effort would be made to repeal 
all those statutes that have made 


life so needlessly complex, and 
that only those regulatory laws 
necessary to the smooth operation 
Ot a private enterprise competi- 
tive society, all well within the 
limits of our Constitution, would 
be retained or enacted. 

He would make clear the fac 
tors and characteristics that make 
a strong and self-reliant people 
and, as a consequence, a strong 
nation. 

With such a man at the head of 
our government in Washington, 
and assuming his success in re- 
storing this nation to such a 
course, the mental and physical 
resources of the people of this 
country, freed from the stifling, 
oppressive, destructive, and dis~ 
tracting restraints and interfer- 
ences which have so sorely af- 
flicted them in recent years, 
should again take us on to a great 
and healthy economy and society. 

The individual would be re< 
turned to his rightful position. 
His appropriate freedom would 
once more be his. The capacity 
cf such a people for attainment 
would be boundless. 


Each of us needs to do all he 
can to help bring about this re- 
versal in the trend of events in 
this country. Individual freedom 
nas been slipping away from our 
people rapidly in recent years, 
The amount of time we are now 
working for the Federal govern- 
ment, on the average about three 
months per year, should shock us 
out of our obvious attempts to 
adjust ourselves to it. The efforts 
of so many people to be cooper- 
ative, decent, and self-sacrificing 
in this matter contain a genuine 
danger for this nation. It is not 
only ruthless and stupid leaders 
who lead a nation into trouble: 
it is also the decent people who 
permit such leaders to take ad-« 
vantage of these decencies. The 
tax hoad and mortgage on our fue. 
iure earnings are extremely 
heavy. and they probably will 
prove very dangerous for us 
should we be engulfed in another 


, Sharp business recession and de- 


pression. In these ways and in 
various others we have been sink< 
ing steadily and progressively into 
ihe dangerous status of governs 
n.ent employees. 

We need to free ourselves from 


'such government domination 


while there is yet time. A suffi-< 
cient amount of such domination 
has always carried a people to 
their doom. If we think we are 
safe, let us look at England. We 
need, today, to rededicate our- 
selves to the cause of freedom 
from such government domina- 
tion, to the restoration and pre< 
servation of individual] liberty, 
2nd to a return to the principles 
and practices that have enabled 
us to advance so rapidly and so 
far in the 159 years since the 
adoption of our Constitution. 


Transguif Corp. Stock 
Offered by S. B. Cantor 


S. B. Cantor & Co., New York, 
is making a public offering of 
296.016 shares of Transgulf Corp, 
capital stock (par 10c). The stock, 
offered as a speculation, is priced 
at $! per share. The company, 
which was incorporated in Dela= 
ware Dec. 31, 1946, was formed to 
take over certain oil and gas leases 
end to operate and develop them, 
as well as to carry on and expand 
its business generally. The com- 
pany is now a going concern with 
assets consisting, in part, of an 
interest in producting oil proper- 
ties in the Humble Oil Field of 
Harris County, Texas. These pro- 
ducing properties are being drilled 
up under a contract with W. T. 
Mack & Co. and they provide @ 
back-log of development for fu- 
ture income without requiring 
the use of additional working 
capital to be provided by this 
stock issue. The company has the 
full use of the proceeds of this 
issue for developing values and 
production in its other leases and 
new properties. 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date) : 
‘ Latest Previous Year 

AMEPICAN IRON AND STEEL INSTITUTE: — — —" bmg Month Month Ago 
Indicated steel operations ‘percent of capacity)------__________- Nov. 16 96.9 96.1 96.8 91.9 |CIVIL ENGINEERING CONSTRUCTION—EN- 
gin to— es GINFERING NEWS RECORD — Month of 

eel ingots and castings produced (net tons)__--_______-_______ Nov. 16 1,695.70 1.681.7 1.693.9 507.° October 
} ,695,700 ,681,700 693,900 1,607,300 Total U. S. Construction__---------------- $575,089,000 $494,805,000 $488,457,0@8 

AMERICAN PETROLEUM INSTITUTE: Private Construction 350,736,000 301,785,000 292,441,000 
Crude oil output—daily average (bbls. of 42 gallons each)_-____- Nov. 1 5,274,250 5,295,350 5,207,550 ameeis| “GR Seceireien 224,353,000 199,020,000 190, OR8/EEe 
Crude runs to stills—daily average (bbls.)_..___-_______________ Nov. 1 5,224 000 5.165.000 5 309.000 4.709.000 Ste te and Municipal . r == 193 590, 000 152,979,000 siete 
— I aaa percent eee are rere eee Sears acca eseniarerenweces Nov. 1 15.°26.000 16.529.000 16.458.000 14.528.000 Federal - - 30,763,000 40,041,000 ; F 

I A ccepeoineneninnns PIE es Nov. 1 1.903.000 2'050.000 2.071.000 1.957.000 | cr acc . - . ; . 
on oe ge as (bbis.) --.-------______-... Nov. 1 6,793,000 6,638,000 6'241,000 5,203,000 nag FR eg td Cs. a 
a oil outpu ee .--Nov. 1 8,364,600 66G 517 7.279. a 7 . ash ' nines ~ ‘ 
Stocks at refineries, at bulk terminals, in transit and in pipe lines— . eileen Snel oe Numbe r of miles represented 7) ph Seed e745 Ly ao $660 ee | 
Finished and unfinished gasoline (bbls.) at___._____- Mim~cadeaee, - 82.092.000 82,003,000 81.607.000 86.885.000 Total ont rating revenues $726,509.00 fbn diye *529'791. 70 
Kerosine (bbls.) at-.._._____ dime ee ke cima ee. a 22. 566.000 23.014,000 22.778.000 21.960.000 Votal OPeTaEne Capenaee sean ono,e — 89 oe 80 22 
— oil and distillate fuel oil (bbls. ) Se a aR Nov. 1 62,749.000 62.609.000 30,223,000 67,946,000] Uperating ratlo—per cent ee 2 347 $84 297 673 $49,394 370 
ae a RS "Se nl aap ane nemnimaiT : er je0 saa Bam: pos, | axes DIIISI 8b GOT, 26 1,0 fe a dbainsh , 
‘ } eae, 3 97,299,000 97,419,000 7,504,000 61,180,000 | Net railway operating income before charges 47,979,446 80,824,802 67,510,23@ 
Net inceme after charges (est.) 21,150,000 52,300,000 39,800,006 
ASSOCIATION OF AMERICAN RAILROADS: COAL EXPORT BUREA E WINE 
. : AL EXPORTS 3UREAU ‘ MINES— 
hand freight loaded (number of cars) ~-~--~--------___-__-.- Nov. 1 940,746 954,627 942,533 922,312 Month of py — > 
evenuc freight rec’d from connections (number of cars)_-_-_--__ Nov. 1 743,195 742,077 735,966 747,955 U. S. exports of Pennsylvania anthracite (net s 
tons) - 1,045,541 528,831 761,352 
ore. ENGINEERING CONSTRUCTION, ENGINEERING NEWS To North and Central America (net tons) 558,075 53,415 557,112 
“CORD: To South America (net tons) a 
SR rs RR anand eiieeadisa aks Nov. 6 $97,298,000 $82.237.000 $92.983.090 $52.958.000 yr hye ig a anne “eee —— 
, . cere 8 983, $52,958, As + tons) i Ee 
Private construction —-.-._..__----....-------------------...-. Nov. 6 46,867,000 33,509,000 44,819,000 35,179,000 i cee, tok tome 2 448 eee - ~ Loe 
Public construction -—-----.-----_-_---_-___________--_---.--. Nov 6 50,431,600 48,728,000 48,164,000 17.779.000 ; ah 7 
ae fe EE er Ree ek Cee en TENE Nov 6 41,228,000 44.894.000 43,958,000 14.277,000 | COTTON SEED PRODUCTS—DEPT. OF COM- 
BS etecencetnetimmiqccseasesenadanenanesewsncnananaen NOY, © 9,203,000 3,834,000 4,206,000 3.502.000 MERCE— 
Crude Oil— 

COAL OUTPUT (U, S. BUREAU OF MINES): Stocks (pounds) Sept. 30 : See ee ee 
Bituminous coal and lignite (tons) _._._..._.___________________ Nov. 1 12,850,000 12 635 ee Produced (pounas) Aug. 1 to Sept. 30 135,457,000 31,109,000 97, ’ 
Pennsylvania anthracite (tons)__--_________-__________--______ Nov. 1 937.000 yey eyes ayes R ee Aug. 1 to Sept. 30 105,599,000 29,677,000 61,383,008 
Beehive coke (tons)--.----------__------_---_--_-__----------- Nov. 1 142,800 132,200 132,900 124,300 ‘taak ae Sept. 30 92.081,000 116,709,000 160,107,00@ 

Produced (pounds) Aug. 1 to Sept. 30 81,765,000 24,912,000 47,946, 00@ 

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE Cake and Meal— 

SYSTEM—1935-39 AVERAGE—100___._.-_________________ Nov. 1 315 306 326 277 Stocks ‘tons) Sept. 30 ; ie tcscaes 37,844 26,416 55,416 
Produced (tons) Aug. 1 to Sept. 30 203,144 47,068 139,649 

EDISON ELECTRIC INSTITUTE: ee (tons) Aug. 1 to Sept.30 ia 212,216 67,568 115,959 

meeccric Gutput (n-000 Bwh.)...... ..__...... Nov. 8 5,057,455 5.009.286 4,958,062 4,682,085 Stocks (tons) Sept. 30 — 48,427 34,580 42,158 

Produced (tons) Aug. 1 to Sept. 30 oz 104,286 23,210 75,47 

Se (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- Shipped (tons) Aug. 1 to Sept. 30__-- 91,343 24,114 59,244 
a ee Nov. 6 r9 o , - Linters—running bales—- 

' ‘ = 10 62 25 Stocks Sept. 30__-~- eee eens 114,960 are Bi 

“Ooduce g, apt. 3 - 136,827 : 389 

IRON AGE COMPOSITE PRICES: Dict gues ent ae " 101.298 38 842 411936 
eg Se re iil too pall Nov. 4 3.19141 97 Hull fiber (500-lb. bales) — 

Pig iron (per gross ton)______ ee ; : ____ Nov. 4 996.06 a ae ah _ Stocks Seps. 30 inva eewee 762 103 1,225 
moran etocl (per-gross ton)... Nov. & $41.50 $42.58 $38.08 $19.17 Produced Aug. 1 to Sept. 30___-_-_---- ; 1,204 134 1,579 
os Shipped Auz. 1 to Sept. 20 as 591 180 857 
METAL PRICES (E. & M. J. QUOTATIONS): NOOSE, See Sip. <Oeenm. BENS) ~— 11,931 9 486 3,486 
eee cckineer . Stocks Sept. "| is MI enc tusiined 5.068 1,428 4.092 
EE ae eee Nov. 5 21.200¢ 21.200c §21.225¢ 14.150c Shipped Aug. 1 to Sept. 30---------_---- 3,385 2,190 2,336 
Export og Ae eee pcontan Se | ee 21.425c 21.375c 21.425c 17.425c 
Straits tin (New York) at____________ Pe 80.000c 80.000c 80.000c 52.000c DEPARTMENT STORE SALES (FEDERAL 
Eaaé (Mew Yerk) at_.................. doicsuihuliaitionsnmaa 15.060¢c 15.000c 15.000c 8 250c RESERVE SYSTEM)—1935-39 Aver.—100) 
none (oe. MOUS) Ot... kas Sees Oe 14.800c 14.800c 14.800c 8.100c -—Monih of October: 
Zine (Bast St. Louis) at.—_.__.______.. .___ ATR 10.500c 10.500c £10.500c 9.250¢ Adjusted for seasona! variation_....------- 278 *290 25% 
Without seasonal adjustment _-_- ae sco *298 272 
MOODY’S BOND PRICES DAILY AVERAGES: EDISON ELECTRIC INSTITUTE: 
ON a ee ae ae Se AE Nov. 10 4102.37 #102.62 +103.69 +103.97 Kilowatt-hour sales to ultimate consumers— —s 
Average corporate ~_--~_~- = pa _Nov. 10 113.31 113.50 114.27 116.61 month of August (00's omitted) 18,099,123 17,307,950 16,473,608 
rn i ; ; _Nov. 10 118.20 118.60 118.80 121.25 Revenue from uitimate customers—-monthn of 
I igen ahi eee a _Noy. 10 116.61 116.80 117.40 119.20 August $315,590,400 $305,854,600 $287,055,200 
é- aie pee ates es _Noy. 10 113.31 113.50 114.27 116.22 Number of ultimate customers as of Aug. 31 37,626,367 37,419,113 35,459,415 
me ames . : rere Nov. 10 105.52 105.69 107.09 110.34 . , ; .AS" IGS PT ¥ ’ 
Railroad Group - -Nov. 10 107.98 108.16 109.42 112.37 ee em he age ne oo 
Public Utilities Group ___- . pe ee ens : sane NOv. 10 115.04 115.24 115.82 117.60 Shiceiense sola * apecemala 951,859 912,939 973,232 
Industrials Group -___---_- eee NaN ___-Nov. 10 117.00 117.20 117.80 063) "Ye tee aoe 550 961 519.137 567,164 
- * sale (sho Ss) ox ) O19, 4. ‘ , 
ame ‘ — . lor piuvducers’ own use ‘shoi* tons) 100,898 293,802 406,068 

MOODY’S BOND YIELD DAILY AVERAGES: Unfilled orders for sale at end of month 
a I a eee, ea nica eo. ae +2 34 2.32 $2.95 #2.24 (short tens) ¥8 2,631,273 2,675,138 2,814,430 
= se corporate ...-- ne —s -Nov. 10 2.99 2.28 2.94 2.82 | MAGNESIUM WROUGKT PRODUCTS (DEPT. 
gata para cte Scala. ply 10 2.7% 2.72 2.71 2.59 OF COMMERCE )— Month of September: 

— slo ati tai Sa aca aiea i weet = as 2.81 2.78 2.69 Shipments (ir, pounds) ~ 247,000 252,000 656,000 
ee ” ——— ee -_Nov. 2.98 2.98 2.94 2.84 
Baa , ite ecaas Ree ee ae _Nov. 10 3.42 3.41 3.33 3.15 | METAL OUTPUT (BUREAU OF MINES)— 
Railroad Group _ = aeaalanieg ease caltaca epiaiehs mie icaiioaa Nov. 10 3.28 3.27 3.20 3.04 | Month cf August: 
Public Utilities a Bade tne enh sesso os ieiascegare .._.Nov. 10 2.90 2.89 2.86 2.77 Mine rnreduction of recoverable metals in 
Sneestriaie Group ......................... anne NOV. 10 2.80 2.79 2.76 2.65 the U. S.— p 
Copper ‘in short ions) 71,247 73,082 50,196 
3 > ounces 230,33 200,12 $125,2 
MOODY'S COMMODITY INDEX___-______- nee yeni Nov. 10 447.6 443.9 445.2 356.5 et oe ee eee 2 ae 38.768 127,708 
Silver (in fine ounces) 2,816,032 2,659,302 $1,814,852 
NATIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD- Zine (‘in short tons) 48,521 47,565 (47,149 
ITY INDEX BY GROUP—1935-39--100: MONEY IN CIRCULATION—TREAS 
as NE ‘ v at cae LAS 

weet aaetneeoumnired etn tinchar een bewersminmmeeeere ae .___...Nov. 8 228.5 298.7 9321 01.9 URY DEPT.—As of Sept. 30: $28,567,322,694 $28,434,214,326 $28,506,662,707 
- ats ane Ti a ET aaa aes “ -Nov. 8 248.3 235.5 234.8 279.3 | wow capi SSUES IN GREAT 
Cot products —~~---~-------___~_~~_- . -;----Nov. 8 256.6 256.7 266.3 999. } a CAPITAL oi a! ae a a! 

TN einen commeiectrentee mitascies een ..-Nov. 8 307.8 306.4 297.6 265.6 BRITAIN—Midland Bank, Ltd. 564 + “6 
Oe hh a ea __Noy. 8 291.9 288.2 294.9 2144 Month cf October £3,942,000 £5,101,000 £6,098,00® 
Livestock -.........--~.-----_------ _Nov. 8 245.0 246.5 262.1 225.1 | weer PORE nee steht , 

Fuels - EE “Nov. 8 195.0 195.0 190.3 154.9 | NON-FERROUS CASTINGS (DEPT. OF COM- 

Miscellaneous commodities ches tates te diae --Nov. 8 174.1 172.9 169.3 154.8 Penn aig - - ee sds) 30.441 30.197 36,382 
extiles -----------------_--___-~---. -----Nov. 8 217.2 217.0 215.7 200.5] Aluminum (thousands of pounds - rye ee mg Fg 
Metals ~_~~--- Sei ta st ao siieae ean ions ee 8 159.5 159.6 159.1 125.0 Copper (thousands of pounds) --. "593 : 492 nas 
Building materials ---_--_-__-___- _Nov. 8 232.5 232.6 232.7 184.5| Magnesium (thousands of pounds) 8 138 31.313 34.637 

Chemicals and drugs ce i Mie, Es x ____Nov. 8 154.5 154.5 151.5 128.2 Zinc (thousands of pounds) 28,136 3 3 "4 an 
RE a ee ae ee ee Pp Nov. 8 136.3 135.5 135.4 1224 Lead die (thousands of pounds) - - 1,000 1,013 1,264 
Pertilisers —...-_...--......--.---.-.~.- = eS ae 136.9 136.9 135.7 125.1 at aii set na ee een aie 
Farm machinery 158, ES OA Re PE OLD esi tian: cecg , 128.3 128.3 127.1 1166 PORTLAY”) CEMENT (BUREAU OF MINES)— 
it owen OMG PEO ORIEN, 212.5 212.0 213.6 181.3 Month of July: aaa eats ‘ 

Production (bbls.) —~_-- oe 1€,342,060 15,971,000 15,420,000 
NATIONAL PAPERBOARD ASSOCIATION: Shipments from inills (bbls.) 20,099,000 18,179,000 16,249,000 

ES a eae a ee a Nov. 1 192.927 169.061 233.861 205.422 Stocks tat end of month) ‘bbls.) : ne 4 dea «9 oe 

yg SE CSS SRE SS Seem, * LE Ray Aa — ak ee? S 182.629 182.173 176 834 174° 792 Capacity usec ‘ 0 81% 75% 

LL EA TET Nov. 1 100 ‘101 "100 ‘1001s TING ; . ‘E 

a STEEL CASTINGS (DEPT. OF COMMERCE)— 

reer Ine: I A ik an errr crernai mame Nov. 1 436,176 431,860 492,845 601,787 Month cf August: 

: Shipments (short tons) __---. ’ as 120,405 116,956 129,666 

OIL, PAINT AND DRUG REPORTER PRICE For sale (short pec “ 88,719 85.014 94,063 

INDEX—1926-36 AVERAGE—100____--__..---_____ SSE ope eee Nov. 7 148.4 147.9 146.3 148.6 For producers’ own use (short tons) 31,686 *31,942 35,603 
Unfilled orders for sale at end of month 

WHOLESALE PRICES—U, S. DEPT, LABOR—1926—100: naa... ny lee 478,649 473,923 373,745 

es eS , 57 5 ae . 

Ee a a al a a a a eae alae tana met F ane ie 157.1 134.8 | TRAILEK COACHES—HOUSING, TYPES ONLY 

i deca sess ccemamninnswcinnianeensmnaeinna ans 173.8 men pe ah ry (DF PT. OF COMMERCE)—Month oi August: vail 

ee ee i ah neh eins ends e id. 46. 16. DD. 74 051 No - vai - 

ae --Nov. 1 195.9 191.3 186.7 es) Mee, eae GF ee C523 C078 4.616 

------------~--------+-------- fa cra as aang asa gah: SO 142.7 142.1 41. 27 ae ; _ 3 515 $ $7.66 

| wuei and lighting materiels.__............._........_.___..... Nov. : 118.3 1174 hea "ha Shipments (value of) a 10, 859, 515 9,81 4, "500 $7,661,924 

| | en and oS dengue mba ga - - --Nov. 1 151.3 151.3 150.7 114.4 | TRUCK TKAILERS (DEPT. OF COMMERCE)— 
“ ry! materials. _-___-_________- eterchaay ea daia degaiata a ----- Nov. 1 185.2 184.4 182.3 137.4 Month of August: 

= ne te allied products__-----------_--__--____-___--. Nov. 1 127.8 126.9 123.9 $03.41 getuetion iaiees of @nits) _ 3.174 2.953 7,650 

t Sp egg le —— a= ------------ ---- -------- Nov 1 133.4 132.9 131.9 117.3 Shipments (number of units) 3,727 3,347 7,046 

1€S_---_-_----------------------------- Nov. 1 117.2 gee | 115.9 105.4 Shipments (value in dollars) $10,147,715 $8,697,635 $13,994,222 

Special groups— 

. bs te : UNITED STATES GROSS DEBT DI- 
aw materiais .....____-______.-.._---_-.--.----.-e! vov. 1 175.9 77.0 172.9 150.9 RECT AND GUARANTEED—As 
| Semi-manufactured articles___.._.............._____- a AE aE Nov. 1 154.6 154.1 151.3 120.6 | of Oct. 31 : $259,154,526,070 $259,220,548,079 $263,917,666,708 
| Manufactured products me ae ee eee Nov. 1 150.0 150.6 151.4 130.4 | General fund balance _- 4,106,957,605 3,952,317,483 8,070,328,251 
| All commodities other than farm products__._..______ Nov. 1 150.8 150.9 150.4 127.9 | 
All commodities other than farm products and foods_________- Nov. 1 140.9 140.2 138.6 114.0} Net debt $255,047,5€8,465 $25 268,2 30, 596 $255, 847, 338, 457 
*Revised figure. +Figures are for taxable securities; previous figures given were for non-taxable. {Oct. 4 quotations, Computed annua! interest rate 2.129 2.128" 2.036% 
§Oct. 3 quotations. Revised figure. Monthly average in year 1946. 
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The Marshall Plan Must Succeed! 


(Continued from page 15) 
hasn’t changed the British worker. 
To say, as the British worker’s 
wife does in that article, “We'll 
get through all right. Of course, 
we will, we always have, haven’t 
we?” might do credit to British 
tenacity, but it doesn’t make 
much sense economically — and 
that is what counts right now. 
The Socialist Government in Eng- 
land today has so far refused to 
face the public and state the Brit- 
ish position in a brutally realistic 
manner. The Socialists have prom- 
ised the British worker a better 
diet. a five-day week and more 
social security. The workers have 
been promised more without pro- 
ducing more. They need to be 
told the truth—they must accept 
direction of raw materials to the 


export industries—they must ac-| 


cept as workers a more rigid di- 
rection from the Labor Govern- 
ment they voted into power. 


A Last Hope for Liberty in 
Western Europe 

The Marshall Plan is, so to 
speak, a last hope for liberty in 
Western Europe. If it fails, the 
European peoples will become 
desperate enough to try still other 
solutions — each demanding a 
higher price in terms of human | 
liberty and freedom. We have! 
every interest in the outcome. 
For our island of freedom could 
not for long exist in a totalitarian 
world. But this is what I am 
trving to say and I want to leave 
with you: If the Marshall Plan is; 
to consist of aid to individual | 
countries of Western Europe—| 
then it will not and cannot suc-| 
ceed. The Plan can succeed only | 
if it spells aid to Western Europe | 
as a single economic and political 
unit. 

Digressing for a 
me say that Europe’s’. present! 
plight is not principally due to, 
World Wars I and II. Look at out} 
econoiny over the last several | 
decades. It is a record which} 
should make any American proud | 
to be an American and to have| 
ween part of that process—not to} 
mertion the material benefits de- | 
rived from it. But while we went 
up the economic ladder, the Eu-| 
ropeans went down. When you| 
ciscuss this strange antithetical | 
development with Europeans, you | 
will be told that their hard luck 


moment, let} 


or their bad showing is due to| 
both the wars and the superior 
resources of this country. If you 
ever tind yourselves in such a 


conversation, may I suggest that 
when the conversation comes to 
this point, as I can assure you it 
most certainly will. the best and 
most emphatic retort vou can 
make to this erro~eous European 
argument is the classic American 
expression: Aw, Nuts! The main 
cause of European misery has not 
been war or alleged lack of re- 
sources, but the development of 
economic separatism in each of 
the pelitically sovereign European 
states—a fact which led to a most 
vreconomic utilization of avail- 
able resources. 


Western Europe Not a Poor Area 


We have been told again and 
again, by the Europeans them- 
selves and by our own do-gooders, 
that Western Europe is a poor 
area when it comes to economic 
resources. Don’t you believe it— 
end for that matter. don’t believe 
me. Look at anv Almanac; you'll 
find it there. Western Furope is 
not a poor area. Sure, they must 
import certain items—but don’t 
we? With the exception of pe- 
troleum and grains, Western Eu- 
rope has resources comparable to 
our own. There are coal, iron ore. 
steel-making capacity, electric 
power resources, trained tech- 
ricians and workers—above all, 
the distances are less than here so 
they don’t need as much _ pe- 


| States where you have the larger, 


| distances. We here figure often in 


| terms of a 1,000 mile shipment of | 


| goods whereas in Western Europe 
'it is often a question of a 100 
| miles. At that, waterways are 
much more available than here in 
| this country. 

Take coal production, for exam- 


many as compared with this coun- 
try’s pproduction. Our production, 
say around 1942-43, was about 
650 million tons. But theirs, Brit- 
ain, France and Germany, was 
nearly 740 million tons. 


ore production, their production 
was just about half our own pro- 
duction. Steel capacity the same 
way. Electricity they have nearly 
two-thirds of our own. In potatoes, 
they had nearly ten times U. S. 
production. In hog production, in 
1938, they had 34 million heads; 
we, 4414 million. Cattle, they had 
45 million heads; we, 65 million. 
Beet sugar, they raised more than 
twice our crop. I admit, since 
then, boundaries have shifted. But 
T am merely stressing resources 
of these countries, discounting 
additiona] capacity in Belgium 
and Holland and their colonial re- 
sources such as the Belgian Congo 
—not to speak of British colonial 
resources. 

No, it certainly cannot be said 
that superior resources made us. 
Our 140 million people live and} 
work in a single economic and 
political unit. The 230 million) 
people of Western Europe are 
slowly but surely dying in ump- 
teen separate economic and po- 
litical cubicles. The average size 
of such a cubicle is about the size 
of the State of N. Y. Think of 
that State trying to produce its 
cwn steel, its own cars, grain, 
wool, movies, cigarettes, etc., by 





shutting out the production of 
other states by the erection of 
tariff barriers. 

Think of going to your bank 


and exchanging Vermont dollars 
for Florida francs to pay for a 
crate of oranges or Michigan 
marks to buy an automobile, or 
Pennsylvania pounds to pay for 
your coal or Kansas guilders to 
pay for your wheat? 

The Marshall Plan must suc- 
ceed. The only way it can succeed 
is for us to see to it that the con- 
ditions are created in Western 
Furope under which it can suc- 
ceed. And if that, in the words 
cf the Kremlin, is Yankee im- 
perialism and interference with 
the sovereignty of other nations, a 
sovereignty which of course the 
Russians have always been so 
careful never to violate, then, by 
God! I say let’s make the most of 
it. Certainly no plan will do any 


quests what it needs and is free 
to say how it is to be spent and 
free how to organize its own pro- 
duction. 
shall Plan will do, then we are 
merely recreating the old frag- 
mentation in Europe—which eco- 
nomically means a low standard 
of living and politically is always 
a potential source of friction. 


Question of Economic Union 


Moreover, what I just said here 
fits very well into the present 
European picture. We have today 
the so-called Benelux—the Bel- 
gium, Netherlands, Luxemburg 
customs union. I have talked with 
jufluential Hollanders and French- 
men who tell me that they feel 
convinced this customs’ union 
ought to include France. But that 
isn’t enough for the Marshall 
Plan. I very much agree with the 
suggestion made in the New York 
“Times” by a former Lend Lease 
official. He feels that we should 
insist upon the creation of an eco- 


with full power over the economy 
of the entire area. Any aid from 





troleum products because the 


automobile does not have to play! 
it does 


the role sn 


us, in form of dollars or goods or 
technical experts, should go to 


ple, in Britain, France, and Ger-| 


Is that | 
the record of a poor area? In iron | 


good if each European nation re-| 


If that is what the Mar- | 


nomic council of Western Europe, | 


to each country to use as it sees 
{it. The power to dispose of eco- 
nomic aid from us would give the 
'council the power to make the 
necessary institutional changes 
without which Europe cannot be- 
come again a functioning eco- 
‘nomic unit. 

I don’t believe union in Europe, 
or for that matter anywhere else 
in the world, will come volun- 
'tarily. Union becomes feasible 
only when the alternative to union 
is chaos. Europe now has some- 
_ thing to unite against and some- 
‘thing to unite for. Besides, what 
|is the alternative to forcing the 
‘issue of union now for Western 
| Europe? Separate credits to each 
| nation merely postpones the in- 
| evitable collapse. Sure, these fi- 
/nancial blood transfusions would 
| enable them to struggle on a little 
'bit longer by themselves. And 
‘then what would happen here? 
|The American people would be- 
| come disgusted with the failure of 
/yet another loan. And on top of 
| everything else, it would then be 
‘too late for a union or for any- 
thing but chaos—the very thing 
that the men in the Kremlin are 
trying to bring about—I was 
almost tempted to say, are praying 
for. 

Laugh, if you must, at my colos- 
sal conceit or my unbelievable 
|naivete—but Europe’s economic 
problems (including our own) are 
in the final analysis essentially 
simple. What you need is this: 
Export of coal] from Britain and 
increased production and exports 
{rom the Ruhr valley. Before the 
war, Britain exported 37% of the 
world’s coal shipments. Now Brit- 
ish coal exports have virtually 
stopped. The market for British 
coal is practically at their door- 
step. In the year ended June 30, 
Western Europe paid more than 
half a billion dollors for coal from 
us. Think what that would have 
meant to Britain, if she could have 
had a production high enough to 
supply it? There are some people 


riety trouble maker of a Com- 
munist, but all the union can do is 
expel him, It cannot force his 
discharge. This may be good or 
it may be bad. That is not for me 
to say. But it is the law and it 
will be observed as long as it re- 
mains unchanged on the books. 


Discharges “for Good Cause” 


Another question which has 
caused some considerable amount 





of comment is that provis:on 
which emphasizes discharges “for 
good cause.” That provision 
neither adds to nor takes away 
from the law in any respect. Good 


tion for a discharge and it always 
should be regardless of the em- 
ployee’s union activities. I doubt 
that any conscientious union rep- 
resentative or union member 
would quarrel with the proposi- 
tion that any employee, whether 
an active union member or officer 
Or not, would richly deserve to be 
discharged if he habitually flouted 
the regulations of the plant, or 


fullness or carelessness, or did 
other things of that character 
which made him objectionable or 
undesirable as an employee. The 
“good cause,” however, must be 
real. It could hardly be said, 
where a number of persons have 
been caught violating some rule or 
regulation and have not been dis- 
ciplined, that it would be justi- 
fiable to discharge a union leader 


for doing the same thing. Good 
cause is a question of fact. It 


must be real and not a subterfuge: 
that has been the rule with the 
board ever since I can remember. 





| 


| 
| 
| 


| fuge. 


The difficulty has been in deter- 


|mining whether the circumstances 


represent good cause or a subter- 
In my opinion, this provi- 
sion of the Act does nothing ex- 
cept set up a warning to the board 
and to the General Coursel to 


in Washington who think British | give due consideration to the cir- 


coal exports should be an essential 
condition for receiving aid under 
the Marshall Plan. Then, of 
course, there must be a financial 


housecleaning in Europe, particu- 
larly in France and Italy. With- 
cut that, price systems cannot 


function and when price systems 
don’t function then you get black 
markets and a lot of other in- 
efficient utilization of resources 
and manpower. 


Monetary Stability 

If you were a European farmer, 
would you want to sell your pro- 
duce against money which at best 
would have a problematic value? 
It that case, you would hoard 
your produce and swap it for 
whatever goods come to you— 
thus the black market feeds you 
the goods you need and the grain 
from you in exchange feeds the 
black market. Moreover, this sort 
of set up is not an incentive for 
more production, is it? You will 
/produce the most only if you know 
your efforts will be rewarded—if 
ihe currency is sound, you are 
willing to keep it until such time 
as you feel your demand for goods 
must be satisfied. Besides think 
of the uneconomic utilization of 
manpower and the high distribu- 
tion cost involved in black market 
distribution. The best distribution 
of your goods is to put them on 
the sheives at a fixed price, and 
let the customer help himself. 

I am sure, you can see for your- 
selves why I say the problem is 
fundamentally simple. There are 
2 few other aspects. For exam- 
ple, France certainly must in- 
crease her production and deliv- 
eries of cereals, at least to pre- 
war levels—French meat and 
wheat prices are out of line too, 
and so on. Above all, some sort of 
| union must be established—with- 


} 
| 


icut that we will be throwing 





the United | this international council—and not} money down the drain. 


| 


! 
} 


| 
| 


cumstances surrounding a dis- 
charge when it is said to be based 
on good cause, and not to let the 
mere fact that a man may be ac- 


tive in the union cutweigh his 
actual conduct, in arriving at a 
decision. 

I’m not going to attempt to 


dwell at length on the subject of 
union misconduct which the Act 
provides must be stopped by the 
General Counsel when it falls 
within the categories that are 
described in Section 8 (b) (4) ot 
the Act other than to call your 
attention to the fact that these 
things that are forbidden bv sub- 
sections (a), (b) and (c) of that 
section and subsection must be 
predicated upon a strike or upon 
the union inducing or encouraging 
the employees of any employer to 
engage in a strike or in a con- 
certed refusal to use, manufacture, 
process, transport or handle, or to 
work on, goods, material, or com- 
modities of any character, or 
perform any services. In other 
words, the attempts of the union 
to force a self-employed person 
to join a union or to force an em- 
ployer to join an employer or- 
ganization or to force him to stop 
handling the products of some 
other person, or to cease doing 
business with some cther person, 
and the various other things that 
are embodied therein, may not be 
made the subject of a mandatory 
injunction unless the strike, or the 
encouragement or inducement of 
employees to strike, or to refuse 
to handle so-called “hot goods” is 


present, 

And I do not think I am justi- 
fied in the limited time available 
in attempting to go into the sub- 
ject of excessive fees or feather- 
bedding, for I strongly suspect 





Lsome of you also have an interest 


destroyed property through wil-! 





cause has always been justifica-| 





Taft-Hartley Act—Not 
Partisan, Nor Punitive! 


(Continued from page 19) 


in the matters pertaining to repre- 
sentation. 


Employers’ Right to Petition for 

Elections 
_ Again, I cannot begin to cover 
it, but I think one of the outstand- 
ing features of the representation 
provisions of the Act is that sec- 
tion which permits an employer 
to petition the board for an elec- 
tion when any demand has been 
made on him by a labor organi- 
zation for recognition. He does 
not have to wait unti! he is faced 
with the conflicting claim of two 
competing unions as has been the 
rule heretofore. The purpose of 
this is obviously to discourage un- 
founded claims, for if a union now 
makes a premature claim on an 
employer and, in an election on 
the employer’s petition growing 
out of this claim, the union is un- 
successful, there Mav not be an- 
other election in the same unit 
for a full year. Most unions will 
soon learn that it does not pay to 
demand recognition until they are 
able to stand the test of an elee- 
tion. 

Another feature of the Act is 
the one which permits the em- 
ployees themselves to initiate an 
election proceeding where there is 
a union in the plant which has 
become distasteful to them to test 
the continued choice cf that union 
by a majority of those whom it 
has been revresenting. The value 
of this to the emplovees is that 
where a union has enjoved recog- 
nition by the employer vear after 
year, and no other union was 
seeking to get into the plant, the 
employees have hag no way of 
ridding themselves of the union, 
no matter how much they desired 
to do so. Now they have the right 


to put the union to the test, so 
long as 12 months have elansed 
since the last electicn. provided, 
30% of those in the unit so desire 
ond sign a petition for the elee- 


tion. The value of this privilege 
to the individual emplovees is too 
cbvious to warrant comment. 
Union Affidavits and Certification 
Another feature which you 


have undoubtedly given thought 
is the question of union qualifica- 


tO 


tion to utilize the processes of the 
board. Under Section 9 (f) (g) 
and (h) of the Aci, leeal unions 
and the national or international 
labor organizations with which 
they are affiliated or of which 


they are constituent units, are re- 
quired to file certain data with 
the Secretary of J.abor—and affi- 
davits of their officers that they 
are not members of the Com- 
munist Party and do not subser:be 
to the overthrow of the sovern- 
ment by force, with the National 
Labor Relations Board. These 
filings are an absolute condition 
precedent before any tinion may 
receive anv consideration at the 
hands of the General Counsel or 
the board. An unaualified union 
may file a petition for representa- 
tion, but it will not be processed, 
and if the compliance require- 
ments are not met within a reas- 
onable period the vetition will be 
dismissed. No petitions for union 
shop authorization will even be 
entertained unless the petitioning 
union has met the qualification 


requirements. And in complaint 
cases, there will be no complaint 
issued in the absence of such 
qualifications. This simply means 
that if a union does not qualify, 
not only will it not be heard to 
complain that the employer has 
engaged in any unfair labor prac- 
tice, but most of all, it will not 
be allowed to engage in any elec- 
tion held by the board or in any 
other manner enjoy _ protected 
representation of employees. In 
short, it simply deprives itself of 
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all the valuable facilities of the)@&Md 


board if it is unwilling or unable 
to meet these requirements. 

There probably are a dozen or 
more other topics I could touch 
upon which might be of interest. 
I wish I had the time to do so. 
The subjject is an extremely 
broad one and a terribly impor- 
tant one to all of us; but there is 
one final feature I think you 
ought to have called to your at- 
tention. In many shops, it has 
been the custom to recognize an 
established un‘on and deal with it 
year after year as the recognized 
representative of the employees. 
Such an arrangement is conven- 
ient—but it has been the expe- 
rience of many employers that 
new unions have come along— 
they call it “raiding’—and after 
a short organizational campaign, 
have demanded recognition and 
then called a strike if they didn’t 
get it. 

Under Section 8 (b) (4) (ce) 
such a strike is an unfair labor 
practice if there is a_ certified 
union in the plant, and when it 
occurs and a chargé is filed, the 
Jaw requires the General Counsel 
to give the case priority and to 
apply for an injujnction to put an 
end to the strike. But if the in- 
cumbent union is not certified, but 
is only a recognized union, there 
is no action provided for in the 
statute to proceed against the 
raiding organization. 


What Taft-Hartley Act Does 

In general comment, I can only 
say that while this Act brings 
into play something which the 
employers have been seeking for 
a long time in the form of ma- 
chinery for equalizing the respon- 
sibilities and relations between 
employers and labor’ organiza- 
tions, by providing standards of 
cenduct for both, violations of 
which can be made the subject of 
unfair labor practice charges, that 
fact is not the panacea that is 
going to cure the ills of industrial 
relations. It may be a vehicle, 
but no more. Industrial relations 
are human relations and all the 
legislation in the world is not 
going to write a single labor con- 
tract that will fix and stabilize 
the relations of an employer with 
his employee. Rushing to the Na- 
tional Labor’ Relations Board 
every time the union does some- 
thing which seems to be obnox- 
ious may provide a degree of 
Satisfaction, but it too often will 
only provide an additional irri- 
tant. Sitting around a conference 
table and threshing the matter out 
im a collective bargaining con- 
ference will do more to settle 
those things and leave a better 
taste in everybody’s mouth than 
all the litigation you can ever 
conduct before the board. 

The boar’ is here to serve you 
and the others who renuire its 
services if you reach the point 
where sich services seem neces- 
sary. While there was a time 
when the law required it to sve- 
cialize in serving labor organiza- 
tions only. that day is gone. To- 
day, our cl ents are you, the labor 
organizations and the individual 
employees. and our duty is to the 
public to see that the law that is 
entrusted to us is fairly, honestly 
and impartially administered. Our 
staffs are selected because they 
have the capacity to do just that, 
but we all so much prefer to see 
your problems solved between 
vourselves and vour employees 
when that is possible. 

The strength and prosperity of 
all of us depends upon our own 
internal peace and _ stability of 
production, but to achieve that we 
must have, first of all—loyalty— 


to our organization and to our 
country—and then for internal 


peace and stability of production— 
there must be acquaintance with 
the other fellow and confidence in 
his sinceritv. too, when he is bar- 
gaining with vou for something 
he thinks he is entitled to have. 
You know, he may have some 
sound basis for his position. You 
never can tell until you explore it 
and help him to explore yours. 


That takes patience and wisdom} dominate. Numbering 59, concerns failing in this size group were uo 





you | few “bugs’—yes. 
you | them—an excellent law. 
wouldn’t be the employers of to-/|cellence, though, lies in its objec- 


But even with 
Its ex- 


understanding—but if 
didn’t have these things, 
day. tive and not in its penal features. 

However, I’m not here to}That objective is promotion of 
preach. I am here to try to tell | industrial peace and protection of 
you something about the Taft- | commerce by elimination of dis- 
Hartley Act—what it means and | putes that disrupt. There is only 
how it works. It is a magnificent! one sure way of doing that—Don’t 
piece of legislative machinery. A! let them reach the litigation stage. 


The State of Trade and Industry 


(Continued from page 5) 
with the steel industry retaining control of domestic steel distribution, 
according to “The Iron Age,” national metalworking weekly. 

The news of the individual responsibility of steel firms to pro- 
duce for the European countries under the plan will take form of 
“directives.” With Marshall Plan steel requirements calling for no 
more than 60% of 1947 exports for the following year, the program 
will be largely one of redirecting steel exports to those western Eu- 
ropean countries in the most dire need. 

Steel officials feei that even if the 2 million tons of steel 
which will be exported in 1948 above the Marshall Plan require- 
ments were shifted to Europe, there would still be no necessity 
for controls on domestic allocation. 

Experience this year in the highly complex business of doling 
out steel indicates that exports have probabiy been neither too large 
nor too small. Keeping in mind the desperate condition of thousands 
of steel consumers in the U. S. and the recommendations of the 
Harriman Committee there is little likelihood of any expansion of 
the total tonnage of steel exports next year. 

The case is clearly made, then tor statesman-like control of ex- 
ports states the magazine, but there is no evidence of the desirability 
of formally allocating the remainder of steel output. As the adminis- 
tration of the Marshall Plan progresses, there will be the danger of 
constant lobbying for adidtional controls in an effort to smooth the 
flow of steel to consumers in this country who are participating in 
the plan by shipment of machinery or manufactured products. 

Barring this kind of interference, the steel industry will re- 
main free to do the best it can with the remainder of steel pro- 
duction for distribution to consumers in this country. Steel 
officials feel that imposed regulation of distribution at this time 
would only mean a complete screwing up of the steel delivery 
situation which makes more sense now than it did a year ago 
despite all the shortages. 

Before the government can impose price controls on the steel 
industry there must be new legislation. But there is a disposition in 
some government circles to obtain this authority if possible, “The 
Iron Age” points out. There will be a fight to place controls on 
wages as well, if ceilings are to be reimposed on steel prices. It is 
certain that there will be an effort by the government to shackle 
both labor and industry in irons of “moral suasion.” 

Without wage controls, the President would find himself with 
another hot potato in his hands. In 1946 he had to settle the steel 
price-wage mess by aggreeing that wages should be increased, and 
permitting prices to go up simultaneously. He will not wish to travel 
that road again. Steel companies will make every effort to hold the 
line on prices just as the government will continue to avoid action 
in the wage-price dilemma, The next move will be Mr. Murray’s—on 
wages early next year. 


The American Iron and Steel Institute announced on Monday 
of this week the operating rate of steel companies having 94% of 
the steel-making capacity of the industry will be 96.9% of capac- 
ity for the week beginning Nov. 10, 1947. This compares with 
96.1% one week ago, 96.8% one month ago and 91.2% one year 
ago. Current operations represent an increase of 0.8 point or 
0.8% from the preceding week. 

The week’s operating rate is equivalent to 1,695,700 tons of 
steel ingots and castings compared to 1,681,700 tons one week ago, 
1,693,900 tons one month ago and 1,607,300 tons one year ago. 


RAILROAD FREIGHT LOADINGS SHOW A SEASONAL 
DECLINE FOR LATEST WEEK 

Loadings for the latest week Nov. 1, 1947, totaled 940,746 cars, 
according to the Association of American Railroads. This was a de- 
crease of 13,881 cars below the preceding week, but represented 
an increase of 18,434 cars, or 2% above the corresponding week in 
1946 and an increase of 88,784 cars, or 10.4% above the same week 
in 1945. 


ELECTRIC OUTPUT 8% HIGHER THAN A YEAR AGO 








The amount of electrical energy distributed by the electric light | 
and power industry for the week ended Nov. 8, 1947 was 5,057,455,000 | 
kwh., according to the Edison Electric Institute. This compares with | 
5,009.286,000 kwh. in the preceding week, and was 8% in excess 
of the 4,682,085,000 kwh. produced in the corresponding week of last | 
year. 

AUTOMOTIVE PRODUCTION OFF DUE TO MODEL 
CHANGEOVER AND DIP IN TRUCK OUTPUT 


In the automobile industry the shutdown by Ford truck lines to} 
effect changes in models and a slight decline in truck output by G. M. | 
divisions resulted in a decline in total production for the week. 

A moderate upturn in car output is looked for this week as 
Ford puts to use materials and manpower made available by the | 
truck shutdown. 

Production in the United States and Canada during the past 
week totaled 105,022 units, compared with a revised figure of 107,240 
units in the previous week and 92.760 units in the comparable period 
of last year, states Ward’s. In the corresponding 1941 week the figure 
was 96,585 units. 

BUSINESS FAILURES HOLD STEADY 

Little change occurred in commercial and industrial failures in 
the week ending November 6, reports Dun & Bradstreet, Inc. Seventy- 
two concerns failed, 2 above the 70 in the preceding week but almost 
three times as many as in the comparable week of 1946 when 25 
occurred. Concerns going out of business with loss to creditors were 
considerably more numerous than in the corresponding weeks of the 
years 1943-1946; they were, however, only one-fourth as high as in 
prewar 1939. 

Failures involving liabilities of $5,000 or more continued to pre- 








slightly from 56 a week ago and exceeded by a wide margin the 21 
reported a year ago. Of the week’s 59 larger failures, 8 went out of 
business with losses in excess of $100,000. Small failures involving 
liabilities under $5,000 declined from 14 in the previous week to 13 
in the week just ended. Although remaining at a very low level, 
concerns failing in this liability class were over three times as 
numerous as last year. 

Almost half of the week’s total failures occurred in manufac- 
turing. Retail failures fell off from 32 a weck ago to 22 this week. 
Despite this drop, the most marked rise froin the 1946 level was in 
retailing. ; 

WHOLESALE FOOD PRICE INDEX UNCHANGED IN 
LATEST WEEK 

Mixed movements in food prices left the Dun & Bradstreet 
wholesale food price index for November 4 unchanged from the 
previous figure at $6.78. This represented a rise ot 10.4% above 
the $6.14 recorded on the corresponding date a year ago. 


DAILY WHOLESALE COMMODITY PRICE INDEX HELD TO A 

NARROW RANGE IN LATEST WEEK 

The daily wholesale commodity price index, compiled by Dun 
& Bradstreet, Inc., moved in a fairly narrow range last week. The 
index figure finished at 288.45 on November 3, as compared with 
288.55 a week earlier and with 234.25 at this time a year ago. 

Grain markets were somewhat erratic and in rather wide 
fluctuations, prices moved downward during most of the period 
but rallied toward the close to eradicate most of the losses. 

Wheat closed lower but corn ended with moderate advances 
over a week ago. Early liquidation and selling was largely due to 
uncertainties over prospective legislation by Congress when it con- 
venes on November 17. The upturn late in the week was attributed 
mainly to the announcement of an increase in grain allocations for 
December, continued government buying of cash wheat for export 
and reports of dry weather over much of the southwestern and 
western Winter wheat belt, despite the fact that many areas re- 
ceived beneficial moisture last week. Domestic demand for flour 
showed little if any improvement from recent low levels with most 
buyers limiting takings to small fill-in-lots. Trading in lard was 
slow with prices easier. 

Movement of hogs increased last week and prices continued to 
decline. Arrivals at principal Western markets totalled 372,800 head 
for the week, compared with 320,800 the previous week and 477,200 
for the corresponding week last year. Cattle and sheep prices also 
trended lower. 

Cotton markets were irregular last week. Prices moved 
moderately lower, reflecting a let-up in mill buying, continued 
slow export demand, and uncertainty regarding Congressional 
action on price control. 

Reported sales in the 10 spot markets dropped quite sharply to 
438,800 bales last week, from 584,800 the previous week, but were 
well above the 119,300 for the corresponding 1946 week. Farmers, 
merchants, and shippers continued to offer freely in most sections 
of the belt. The October 15 parity price for the staple was an- 
nounced at 29.64 cents per pound, up 13 points over a month pre- 
vious. Prices received by farmers for cotton as of October 15 aver- 
aged 30.65 cents per pound, as compared with 31.21 in September 
and 33.15 in October a year ago. Entries of cotton into the 1947 
loan stock rose sharply to 50,301 bales in the week ended October 
24, from 21,053 and 15,236 one and two weeks previous. Cotton 
textiles continued in good demand “&t firm to higher prices. 

There was a substantial increase in activity in domestic wools 
in the Boston market and in the West as a result of the adjustment 
of selling prices of fine and medium wools as announced by the 
Commodity Credit Corporation to take effect October 25. Demand 
for fine staple wools in the Australian auctions continued strong at 
firm to higher prices. Consumption of apparel wools in August, on 
a daily average basis, increased sharply to 1,940,000 pounds. This 
was the highest daily rate for any month since last April, and 
compared with only 1,540,000 pounds consumed daily in the vacation 
month of July. 


RETAIL AND WHOLESALE TRADE 
HOLIDAY BUYING 

Early holiday shopping and cooler weather in many areas gave 
impetus to consumer buying in the week. Retail volume _ rose 
moderately above the level of the previous week and was well 
above that of the corresponding week a year ago, according to Dun 
& Bradstreet Inc., in its trade survey. The termination of Regula- 
tion W on November I was noted with interest by consumers and 
retailers alike and very little change in credit buying has yet 
been reported. 

Consumer interest in apparel improved with articles of good 
quality still preferred. 

Interest in furs and fur-trimmed coats increased somewhat, while 
dresses and sportswear were popular. Jewelry, gloves and cos- 
metics also sold well with demand for black lacy lingerie heavy. 
Men’s and boys’ coats, sweaters and sport clothing attracted favorable 
attention. Known brands of white shirts were eagerly sought. In 
the matter of footwear, dollar volume of both men’s and women’s 
shoes rose but unit volume declined. 

Demand for practically all types of merchandise was very large 
in the past week. Wholesale volume rose moderately above the 
levels of both the preceding week and the corrsponding week a year 
ago. Buyers generally continued to be optimistic and many reteilers 
augmented their inventories of holiday merchandise. The supply of 
some goods remained limited and deliveries were generally more 
prompt than in recent weeks. 

Department store sales on a country-wide basis, as taken fom 
the Federal Reserve Board’s index for the week ended Nov. 1, 1947, 
increased by 14% from the like period of last year. This compared 
with an increase of 7% in the preceding week. For the four weeks 
ended Nov. 1, 1947, sales increased by 7% and for the year to date 
increased by 8%. 

Here in New York the past week retail trade tapered off 
with department store sales approximating closely the volume of 
a year ago. 

According to the Federal Reserve Board's index department 
store sales in New York City for the weekly period to Nov. 1, 1947, 
increased 37% above the same period last year. This compared with 
an increase of 30% in the preceding week. In using year-ago com- 
parisons for the above weeks allowance should be made for the fact 
that in the cities of New York and Newark work stoppages In the 
trucking industry prevailed. For the four weeks ended Nov. l, 
1947, sales increased 29% and for the year to date rose by 10%. 
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Securities Now in Registration 





@ INDICATES ADDITIONS SINCE PREVIOUS ISSUE 





® Allen (J. J.) & Co., Inc., Buffaio, N. Y. 
Wov. 10 (letter of notification), 744 shares of common 
stock (par $25). Price—$25 per share. Underwriter— 


J. J. Allen. To pay mortgage on building and operate 

a store. 

@® American Bankers Insurance Co. of Florida, 
Miami. 


Nov. 3 (letter of notification) 2.500 shares of class A 
{par $10) common, 5,000 shares ($10 par) class B com- 
muon, and 11,250 shares 8% ($10 par) cumulative pre- 
ferred. Price—$240 per unit, consisting of 2 shares of class 
A, 4 shares of class B and 9 shares of preferred. No 
underwriting. For capitalization of company to enter 
into stock fire insurance business. 


American Fire and Casualty Co., Orlando, Fla. 
Oct. 10 (letter of notification) 12,500 shares ($10 par) 
<ommon. Price—$24 a share. Stock will be offered for 
subscription to stockholders on basis of one new share 
for each two shares held. Underwriter—Southeast- 
ern Securities Cerp., Jacksonville, Fla. For investment 
in securities. 

Americana Furniture, Inc., N. Little Rock, Ark. 
Oct. 23 filed 100,000 shares of 6% cumulative convertible 
preferred (par $5) and 100,000 shares (10¢ par) common 
and an additional 285,000 shares common issuable upon 
conversion of preferred and exercise of 35,000 common 
stock warrants to be sold to underwriters. Underwriters 
—Gearhart & Co., Inc., New York: Herbert W. Schaefer 
& Co., Baltimore, Md., and Comstock & Co., Chicago. 
Offering—To be offered publicly in units of one share 
of preferred and one share of common. Price—$5.10 per 
unit. Proceeds—To finance completion of its factory 
end for working capital. 
® American Investm’t Co. of lilinois, St. Louis, Mo. 
Nov. 7 (letter of notification) 30,000 shares ($1 par) 
common. Price—$10 a share. No underwriting. To 
aischarge a portion of indebtedness and for general cor- 
porate purposes. 

American-Marietta Co., Chicago (11/19) 
Oct. 24 filed 130,0000 shares ($2 par) common. Under- 
writer—The First Boston Corp., New York. Offering— 
125,000 shares will be offered publicly and 5,000 to 
certain executive personnel. Price by amendment. Pro- 
eceeds—To finance expansion of operations. 


American Steel & Pump Corp., New York 
QOct. 31 filed 100,000 shares ($1 par) common. Underwrit- 
ing to be filed by amendment. Price by amendment. 
Proceeds—To pay off indebtedness incurred in the ac- 
quisition of the capital stock of A. D. Cook, Inc., Law- 
xrenceburg, Ind. 

Appalachian Electric Power Co. (12/2) 
Oct. 29 filed $28,000,000 first mortgage bonds, due 1977, 
and 75,000 shares of cumulative preferred. Underwriting 
—The bonds will be offered at competitive bidding. 
Probable bidders: The First Boston Corp.: Halsey, Stuart 
& Co. Inc.;: Harriman Ripley & Co., Inc.; Glore, Forgan 
& Co. Offering—New preferred will be offered to hold- 
ers of its outstanding 4'2% cumulative preferred on the 
basis of one new share for each four shares held. Pro- 
mew construction. Bids—Bids for purchase of securities 
eceeds—For retirement of debt and partial financing of 
will be received up to 11:30 a.m. (EST), Dec. 2, at 
30 Church Street, New York. 
® Ark Bakers, Inc., Wichita, Kansas 
Nov. 5 (letter of notification) 1,076 shares ($100 par) 
preferred and 538 shares (no par) common. Price—$100 
a preferred share and $1 a common share. No under- 
writers. To pay off note and for working capital. 
® Associated Clothiers, Inc., New York (11/14) 
Wov. 6 (letter of notification) 6,000 shares of capital 
stock (par $50). Price—$50. Underwriting—None. For 
working capital. 

Associated Telephone Co., Ltd. 
Oct. 16 filed 150,000 shares of cumulative preferred 
stock (par $20). No bids submitted Nov. 12 for preferred 
stock. Proceeds—To reimburse treasury for capital ex- 
penditures. Statement became effective Oct. 31. 

California Oregon Power Co. (12/1) 
Oct. 28 filed 42,000 shares ($100 par) 4.70% series pre- 
ferred and 42,000 shares ($20 par) common. Under- 
writers—Merrill Lynch, Pierce, Fenner & Beane, San 
Francisco, and E. M. Adams & Co., Portland. Ore. Offer- 
ainmg—The preferred shares wil! be exchanged for out- 
standing shares of 6% preferred, series of 1927, on a 
share for share basis, with a cash adjustment. Preferred 
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stock may be exchanged between Nov. 17 and Nov. 29. 


Unexchanged shares of new preferred and common will 
be sold publicly. Price—Common will be sold at not 
less than $22 a share and the preferred at not less than 
par. Proceeds—To redeem unexchanged shares of old 
preferred. 
California Water Service Co. (11/18) 

Oct. 21 filed $1,500,000 first mortgage 34% bonds, series 
C, to be sold through competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; 
Union Securities Corp., and Harris, Hall & Co. (Inc.) 
(jointly). Proceeds—Will be used to retire $900,000 
bank loans, to reimburse the treasury for expenditures 
vn construction and for other corporate purposes. Bids 
—Bids for purchase of bonds will be received up to 
6:15 a.m. (PST), on Nov. 18, at American Trust Co., 
450 California Street, San Francisco. 


Callaway Mills, LaGrange, Ga. 
Aug. 28 filed 123,306 shares (no par) common. Under- 
writing—No underwriting. Offering — Shares will be 
offered only to those stockholders who exchanged their 
holdings of common for preferred in 1945. Price—$35 a 


share. Proceeds—For corporate purposes. 
Carpenter Paper Co., Omaha, Neb. (11/18) 
Oct. 27 filed 40.000 shares ($1 par) common. Under- 


writer—Kirkpatrick-Pettis Co., Omaha. Price by amend- 
ment. Proceeds—To be added to general funds. — 
Celotex Corp., Chicago (11/24) 
Oct. 31 filed $3,000,000 314% debentures, due 1960. Un- 
derwriting—Paul H. Davis & Co., Chicago, and Union 
Securities Corp., New York. Price by amendment. 
Proceeds—To repay bank loans and for working capital. 
Central Beverage Co., Scottsdale, Ariz. 
Oct. 30 (letter of notification) 125,000 shares of common. 
Price—$1.15 a share. Underwriter—E. M. Fitch & Co., 
Inc., Philadelphia. For paying bank loans and for gen- 
eral corporate purposes. 


Central Cooperative Wholesale, Superior, Wis. 
Oct. 13 filed $750,000 of preferred stock. No underwrit- 
ing. Offering—A portion of the stock will be offered 
for conversion of outstanding notes, on a dollar for dollar 
basis, and the balance will be offered to members and 
patrons eligible to become members. Price—From $25 
to $25.75 from January to December, depending on the 
quarter in which the stock is sold. Proceeds—For con- 
struction of warehouse, expansion of inventories, and 
property additions. 

Central Louisiana Electric Co., Inc. 

Oct. 20 (letter of notification) 11,519 shares ($10 par) 
common. Price—$25.50 a share. Offered for subscrip- 
tion by stockholders of record Oct. 10 in ratio of one new 
share for each 9.6 shares held. Rights expire Nov. 17. 
To finance construction program. 

@® Central Maine Power Co., Augusta, Maine 
Nov .10 filed $4,000,000 first and general mortgage bonds, 
series P, due 1977, and 160,000 shares ($10 par) common. 
Underwriting—To be determined by competitive bid- 
ding for the bonds. Probable bidders: Blyth & Co., Inc. 
and Kidder, Peabody & Co. (jointly); Halsey, Stuart & 
Co. Inc.; Harriman Ripley & Co.; The First Boston Corp. 
and Coffin & Burr (jointly). Offering—The bonds will 
be offered publicly while the common will be offered 
to 6% preferred and common stockholders for subscrip- 
tion on the basis of one-half share of new common for 
each preferred share held and one-tenth share of new 
common for each common share held. Price by amend- 
ment. Proceeds — For construction and repayment of 
bank loans. 

Central Power & Light Co. (12/8) 

Oct. 31 filed plan to sell $6,000,000 1st mtge. bonds, due 
1977, and 40,000 shares of cumulative preferred stock (par 
$100). Underwriters—To be sold at competitive bid- 
ding. Probable bidders include Halsey, Stuart & Co. 
Ine. (bonds only); The First Boston Corp., Blyth & Co. 
and Harriman Ripley & Co. and Smith, Barney & Co. 
(jointly); Lehman Brothers and Glore, Forgan & Co. 
(jointly). Proceeds would be used for construction of 
additional generating capacity and for other facilities. 
Bids expected to be opened Dec. 8. 

@® Cessna Aircraft Co., Wichita, Kansas 

Nov. 3 (letter of notification) 25,000 shares ($1 par) 
common, being offered by D. L. Wallace, President of 
the company. To be sold at market through Dempsey- 
Tegeler and Co., Los Angeles. 

Cleveland (Ohio) Electric Hluminating Co. 
Sept. 26 filed 254,989 shares (no par) preferred, series of 
1947. 
Offering—To be offered share for share plus a cash ad- 
justment for outstanding $4.50 preferred. Unexchanged 
shares of new preferred will be sold publicly. Price by 
amendment. Proceeds—To retire unexchanged shares 
of old preferred. Offering indefinitely postponed. 


@® Cleveland (0.) Electric Iluminating Co. 

Nov. 12 filed $20,000,000 35-year first mortgage bonds. 
Underwriters—To be determined by competitive bidding. 
Probable bidders include: Blyth & Co.; Halsey, Stuart & 
Co. Inc.; Glore, Forgan & Co. and W. C. Langley & Co. 
(jointly); Dillon, Read & Co. Inc.; The First Boston 
Corp. Proceeds—For construction program. 


Colorado Central Power Co., Golden, Colo. 
Sept. 8 (letter of notification) 9,872 shares ($10 par) 
common. Price—$30 a share. Company will sell the 
stock through investment bankers or security dealers 


Underwriter — Dillon, Read & Co., New York. 


and pay a commission of $1.25 a share. Proceeds will 
be used to repay a $100,000 loan and to reimburse its 
treasury cash. 

Consolidated Edison Co. of N. Y., Inc. (11/18)! 
Oct. 17 filed $30,000,000 25-year Ist & refunding mtge. 
bonds, Series D. Underwriting to be determined by 
competitive bidding. Probable Bidders—Morgan Stan- 
ley & Co., The First Boston Corp., Halsey, Stuart & Co. 
Inc. Proceeds—To redeem $30,000,000 of 312% 20-year 
debentures due 1958, at 102. Bids—Bids for purchase of 
bonds will be received up to 11 a.m. (EST) Nov. 18 at 
company’s office, 4 Irving Place, New York City. 

Consumers Cooperative Assoc., Kansas City, 

Missouri 
Oct. 16 filed $1,000,000 4% non-cumulative common 
stock ($25 par); $4,000,000 of 312% certificates of in- 
debtedness cumulative; and $1,000,000 of 14%% loan 
certificates cumulative. No underwriting. Offering—To 
the public. Common may be bought only by patrons and 
members. Price—At face amount. Proceeds—For acqui- 
sition of additional office and plant facilities. 
® Consumers’ Cooperative Services, Inc., 

York (11/17) 
Nov. 7 (letter of notification), 30,000 shares of common 
stock (par $5). Price—$5 per share. Underwriting— 
None. Working capital to be used in outfitting a new 
cafeteria, etc. 
® Cowles Co., Inc., Cayuga, N. Y. 
Nov. 5 (letter of notification) 1,000 shares ($5 par) capi- 
tal stock. Price—$30 a share. No underwriting. For 
additional working capital. 
@® Delaware Power & Light Co. 
Nov. 7 filed $10,000,000 Ist mtge. coll. trust bonds, due 
1977. Underwriters—To be sold at competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp., and Blyth & Co., Inc. (jointly); Morgan 
Stanley & Co.; Lehman Brothers. Proceeds would be 
used in connection with the company’s construction pro- 
gram which involves an outlay of over $30,000,000 of 
edditional generating, transmission and _ distribution 
facilities up to the end of 1949. 

Denver-Rangely Oil Interests, Inc., Denver, 

Colorado 
Oct. 27 (letter of notification) 500,000 shares (10¢ par) 
stock. Price—7!2 cents a share. Underwriter — H. J. 
Newton and A. B. Kamp & Co., both of Denver. To 
purchase oil and gas leases and drill test well. 


Dodge Mfg. Corp., Chicago (11/13-14) 
Sept. 30 filed $1,500,000 4% 15-year sinking fund deben- 
tures. Underwriter—Central Republic Co.; A. C. Allyn 
& Co., and H. M. Byllesby & Co., all of Chicago. Price 
—By amendment. Proceeds—To redeem outstanding de- 
bentures, repay bank loans and to increase general funds, 


Dogpaw Gold Mines Ltd., Toronto 
Oct. 22 filed 1,000,000 shares ($1 par) capital stock, 
Underwriter—Name to be filed by amendment. Price 
by amendment. Proceeds—To develop mining proper- 
ties in Flint Lake locality of Ontario. 

Doughboy Bottling Co., Pittsburgh, Pa. 
Oct. 24 (letter of notification) 50,000 shares of 6% pre- 
ferred ($5 par). Price—$5.75 a share. Underwriter— 
McLaughlin, MacAfee & Co., Pittsburgh, to acquire and 
equip a bottling plant. 


East Utah Mining Co., Salt Lake City 
Oct. 27 filed 1,075 000 shares (10¢ par) common. Under- 
writer—F. Eberstadt & Co., New York. Offering—To 
be offered to common stockholders at 30¢ a share. Un- 
subscribed shares will be offered publicly. Proceeds— 
To develop mining properties in Wasatch County, Utah, 


Electric Steam Sterlizing Co., Inc., N. Y. 
Sept. 22 (letter of notification) 65,000 shares of common 
stock (par 10¢). Price—65 cents per share. Under- 
writer—Reich & Co., New York. Purchase of inventory, 
etc. 

Empire Projector Corp., New York 
Aug. 21 (Jetter of notification) 80,000 shares ($1 par) 
common on behalf of the company, and 15,000 shares ($1 
par) common on behalf of officers and stockholders. The 
80,000 shares will be sold at $3 a share. The 15,000 shares 
will be sold to L. D. Sherman & Co., New York, the 
principal underwriter, at 60 cents a share. The under- 
writing discount for 80,000 shares will be 50 cents a 
share. The company will use its proceeds to increase 
working capital. 
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® Era Mining Co., Deadwood, S. D. 

Nov. 4 (letter of notification) 100,000 shares ($1 par) 
common. Price—$1a share. To be sold through officers 
of company. For mining purposes. 


@ Firemen’s Insurance Co., Newark, N. J. 

Nov. 12 filed 120,462 shares ($5 par) common. Wnder- 
writer—Blyth & Co., Inc., New York. Offering—Shares 
initially will be offered to stockhoiders on basis of two 
shares for each 31 shares held. Unsubscribed shares will 
be offered publicly. Price by amendment. Proceeds— 
‘To be added to company’s capital and surplus. 


Forest Lawn Co., Glendale, Calif. 
Oct. 7 (letter of notification) $295,000 3% debenture, 
series B, due 1967. To be sold to Forest Lawn Memo- 
rial-Park Association, Inc., at par, plus accrued interest. 
For capital improvements or investments. 


Fraser Products Co., Detroit, Mich. 
Oct. 21 filed 100,000 shares ($1 par) common. Under- 
writers — Campbell, McCarty & Co., and Keane & Co., 
both Detroit. Price—$7 a share. Proceeds—The shares 
= sold by 14 stockholders who will receive pro- 
ceeds. 


Gabriel Co., Cleveland 
Oct. 24 (letter of notification) 10,000 shares ($1 par) 
common, on behalf of Wm. H. Miller, a director of the 
company, to be sold at market. Underwriter—Sills, Min- 
ton & Co., Chicago. Indefinitely postponed. 


@® Genera! Finance, Inc., Concordia, Kansas 

Nov, 5 (letter of notification) $100,000 of 5% debenture 
notes. To be sold at face amount. Underwriter—Robert 
J. Long & Co., Abilene, Kansas. To pay off mortgage 
indebtedness and for working capital. 


@ Georgia Power Co., Atlanta (12/19) 

Nov. 7 filed $10,000,000 30-year first mortgage bonds. 
Underwriting to be determined by competitive bidding. 
Bids—It is expected that the time for presentation and 
opening of proposals will be 11 a.m. (EST), Dec. 9. 
Probable bidders include: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co.; Blyth & Co.; Smith, Barney & Co. 
and Kidder, Peabody & Co. (jointly); Lehman Brothers; 
Harriman Ripley & Co.; Goldman, Sachs & Co.; Lazard 
Freres & Co. and Equitable Securities Corp. (jointly): 
Shields & Co.; Drexel & Co.; The First Boston Corp. 
Proceeds—For construction program. 

Gerity-Michigan Corp., Adrian, Mich. 

Sept. 29 filed 40,049 shares ($1 par) common. Under- 
writer—Name to be filed by amendment. Price by 


amendment. Proceeds — The shares are being sold for 
the account of James Gerity, Jr., company president. 


@® Golconda Mines, Inc., Denver, Colo. 
Nov. 5 (letter of notification) 550,000 shares of stock. 
Price—50 cents a share. No underwriting. For mine 


development. 


Graham-Paige Motors Corp., N. Y. (11/13) 
Oct. 17 filed 233,320 shares ($1 par) common. Under- 
writer—Allen & Co., New York. Price by amendment. 
Proceeds—To repay bank loans and for working capital. 


Great Eastern Mutual Life Ins. Co., Denver 
Sept. 2 (letter of notification) 45,250 shares ($1 par) 
capital stock. Price—$2 a share. To be sold through 
officers of the company. Of the total 13,250 shares will 
be sold for cash and 32,000 will be issued in exchange 
for 32,000 shares of capital stock of Western Agency Co. 
in order to acquire all of the latter’s assets. 


Great Western Biscuit Co., Los Angeles 

Aug. 11 filed 249,972 shares ($1 par) capital stock. 
Underwriter — Fewel & Co., Los Angeles. Offering —- 
Shares will be offered to stockholders at $2 a share in 
the ratio of one new share for each two now held. Un- 
subscribed shares will be offered publicily at $2 a share. 
The underwriters will receive a commission of 25 cents 
a share. Proceeds—For business expansion and to reduce 
short term indebtedness. 

® Great Western Oi! Co., Denver 

Nov. 4 (letter of notification) 3,160 shares ($10 par) com- 
inon. Price—$10 a share. Underwriter—James T. Chiles, 
Denver. For development of oil and gas leases in Kansas. 


Greenback (Tenn.) Industries, Inc. 

Sept. 17 (letter of notification) 25,000 shares ($10 par) 
preferred and 50,000 shares (10¢ par) common. Price— 
$10 per unit, consisting of one share of preferred and 
two shares of common. Underwriter—L. L. Bailey & 
Co., Knoxville, Tenn. To pay for equipment and build- 
ings. 

Hanson-Van Winkle-Munning Co., Matawan, N. J. 
Oct. 30 filed 21,000 shares ($3.50 par) common. Under- 
writing — The registration said that ‘the initial public 
offering is being made by Van Winkle Todd, of Mata- 
wan, N. J., and Harry P. Barrand, of Stamford, Conn., as 
underwriters by sale on the over-the-counter market of 
100 shares each at the market price at the time of sale. 
In the event that any of the holders of the warrants ex- 
change any such warrants for other than investment and 
offer the shares received for public sale, such offerer 
may be deemed an underwriter as that term is defined 
in the Securities Act of 1933.” Offering—The shares are 
to be issued upon exercise of warrants issued on June 
28, 1946. Price—Warrant holders are entitled to pur- 
chase 21,000 shares of common at $12.875 a share on and 
after June 28, 1947 up to June 27, 1948, or $14 per share 
to June 27, 1949. Proceeds—For general corporate pur- 
poses. 

Harbor Plywood Corp. (11/20-24) 

Oct. 24 filed 538,005 shares ($1 par) common. Under- 
writers—Eastman, Dillon & Co., New York, and First 
California Co., Inc., San Francisco. Price by amend- 
ment. Proceeds—To pay off bank loans and to finance 
construction of new facilities. 

Hawaiian-Philippine Co., Manila, P. 1. 

Sept. 24 filed 500,000 shares 7% cumulative preferred, 
par 10 Philippines pesos per share (currency basis one 
neco equivalent to 50 cents). Underwriting—No under- 
writing. Offering—For subscription by common stock- 
holders on the basis of one share for each 1% shares 
owned. Price—$5 a share. Proceeds—For rehabilitation 
program. 

Hickok Manufacturing Co., Inc., Rochester, 

New York 
Sept. 19 filed 200,000 shares ($1 par) common. Under- 
writer—E. H. Rollins & Sons, Inc., New York. Price— 
By amendment. Proceeds—The shares are being sold 





by 36 stockholders who will receive proceeds. Offering 
postponed indefinitely. 

Hilo (Hawaii) Electric Light Co. 
Oct. 27 filed 25,090 shares ($20 par) common. Under- 


writing — None. Unsubscribed shares will be sold at 
auction after Dec. 22, when subscription warrants expire. 
Offering—For subscription to common stockholders on 
the basis of one share for each two held. Price at par. 
Proceeds—To repay bank loans and finance construction. 


@ HoltviHe (Calif.) Development Corp. 

Nev. 3 filed 15,000 shares ($10 par) common. Price— 
£10 a share. To be sold through J. W. Harold of Los 
Angeles, and J. A. Osborn of Holtville, as security sales- 
men. For construction of hotel and store. 


Hungerford Plastics Corp., Murray Hiil, N. J. 
Nov. 3 (letter of notification) 5,000 shares of common 
stock (par 25¢) being offered by two stockholders. To 
be sold at market through Buckley Brothers under an 
cption which expires Nov. 24. 


Ilincis-Rockford Corp., Chicago 

July 24 filed 120,000 shares ($1 par) common. Under- 
writers—Brailsford & Co., and Straus & Blosser, Chicago. 
Price—$9.25 a share. Proceeds—The shares are being 
sold by four stockholders and represent part of the stock 
the sellers will receive in exchange for their holdings 
of four furniture companies to be merged with the regis- 
trant. The merging companies are Toccoa Manufacturing 
Co. and Stickley Brothers, Inc., both Illinois corpo- 
rations, and the Luce Corp. and Stickley Bros. Institu- 
tional Furniture Co., both Michigan corporations. 


Indianapolis Power & Light Co. 
Oct. 9 filed 50,000 shares ($100 par) cumulative pre- 
ferred. Underwriters—Names by competitive bidding. 
Probable bidders: Lehman Brothers; Blyth & Co., Inc.; 
W. C. Langley & Co. Proceeds—For new construction 
purposes. 


® Industrial Credit Co., Cleveland 

Nov. 7 (letter of notification) 875 shares of cumulative 
preference stock, of which 600 shares will be offered 
at $47.50 a share and 275 shares are to be issued as a 
stock dividend to holders of common and preference 
shares. No underwriting. For investment in commer- 
cial and consumer loans. 


Inglewood Gasoline Co., Beverly Hills 
July 7 (letter of notification) 100.414.8 shares ($1 par) 
capital stock. Price—$1 ¢ share. To be offered to stock- 
holders. Unsubscribed shares to be offered publicly 


through Bennett & Co., Hollywood. To purchase equip- 
ment, liquidate indebtedness, and for workirg capital 
An amended application may be filed in near future. 


Interstate Department Stores, Inc. (11/18) 
Oct. 30 filed $5,000,000 15-year sinking fund debentures. 


Underwriter—Lehman Brothers, New York. Price te 
be filed by amendment. Proceeds—To repay bank loans 
and for general corporate purposes including the finane- 
ing of new stores. Business — Operation of 48 retail 
stores in 14 states. 

Interstate Power Co., Dubuque, lowa 
May i3 filea $19.4Uu,000 of first morigage bonds. due 
1977, and 2,132,223 shares ($3.50 par) capital stock. 
Proceeds—For debt retirement, finance new coustruction 
and for working capital. Bonds awarded Sept. 24 to 
Halsey, Stuart & Co. Inc. on bid of 101.90 for a 3%% 
coupon rate. Stock awarded Sept. 24 on bid of $4.05 per 
share to Lehman Brothers, Goldman, Sachs & Co. and 
Wertheim & Co. The SEC on Sept. 25 rejected the bid 
for the stock. The SEC in its decision declared the price 
offered for the stock ‘would not effectuate a reorganiza- 
tion plan which would be fair and equitable to tue per- 
sons effected thereby.” The SEC’s action also held up 
the sale of the bonds. 

Johnson Automatics, Inc., Boston 
Oct. 10 (letter of notification) 95,000 shares of common. 
To be sold at market. Underwriter—George F. Breen. 
New York. For .additional working capital. Issue will 
be placed privately. 

@® Kalamazoo (Mich.) Paper Co. 

Nov. 5 (letter of notification) 2,359 shares of common 
being sold by the trustees of the estate of George L. 
Gilkey, deceased. Price—$22.50 a share. Underwriter— 
Paine, Webber, Jackson & Curtis, Grand Rapids, Mich. 

Keystone. Steel & Wire Co., Peoria, Ill. 

Oct. 30 filed 41,270 shares (no par) common. Under- 
writer—Paul H. Davis & Co., Chicago. Price by amend- 
ment. Proceeds — Shares are being sold by National 
Lock Co., Rockford, Il., a subsidiary. 

Laurel (Nid.) Harness Racing Association, Inc. 
Oct. 23 filed $500,000 10-year 6% cumulative income 
debentures and 125,000 shares (1¢ par) common. No 
underwriting. Price—$1,001 per unit, consisting of $1,- 
000 of debentures and 100 shares of common. Proceeds 
—Proceeds will be put in escrow and will not be used 
before definite dates for a meet have been assigned to 
the association by the Maryland Racing Commission. 

Legend Gold Mines, Ltd., Toronto, Canada 
June 27 filed 300,000 shares ($1 par) common treasury 
stock. Underwriting — To be supplied by amendment 
Price—50 cents a share. Proceeds—To develop mining 
properties. Business—Mining. 

Liberty Loan Corp., Chicago (11/17) 

Sept. 25 filed 100,000 shares ($10 par) 75-cent cumula- 
tive convertible preferred, and 100,000 shares of Class A 
common, reserved for conversion of the preferred. Un- 
derwriter—Sills, Minton & Co. Price—$15 a share. Pro- 
ceeds—To reimburse tr easury for cost of redeeming 50- 
cent preferred. 


Lock Nut Corp. of America 
Oct. 6 (letter of notification) 24,000 shares of 5% cumu- 
lative convertible preferred stock (par $12.50). Under- 
writer—Ray T. Haas, Chicago. Price—$12.50 per share. 
General corporate purposes. 


Manhattan Coil Corp., Atlanta, Ga. 

May 20 filed $500,000 5% serial debentures, due 1949- 
1957; 12,000 shares ($25 par) 542% cumulative convert 
ble preferred and 85,000 shares ($1 par) common. Un- 
derwriter—Kirchofer & Arnold, Inc., Raleigh, N. C. Price 
—The debentures at 102.507, while the preferred shareyv 
will be offered at par and the common shares at $4 
each. Proceeds—To retire bank indebtedness and tv 
finance purchase of machinery and other plant equip- 
ment. 

Massachusetts Investors Second Fund, Inc. 
Nov. 3 filed 400,000 shares of capital stock. Underwriter 
—Vance, Sanders & Co., Boston. Price based on market 
price. Proceeds—For investment. 


Merritt Chemical Co., Inc., Greensboro, N. C. 
Oct. 1 (letter of notification) 69,830 shares ($1 par) com- 
mon of which 19,537 shares will be offered to stockhold- 
ers at $2.50 a share and 41,293 shares will be offered 
publicly at $3 a share. Underwriter—Main Line Invest- 
ment Co., Merion Station, Pa. For expansion of business. 


@® Middle States Teiephone Co. of Hlinois, Chicago 
Nov. 7 (letter of notification) 13,125 shares of common. 
No underwriting. For additions and replacements to its 
property. 

Munising Wood Products Co., Inc. (11/24) 
Sept. 29 filed 50,000 shares ($10 par) 5% cumulative con- 
vertible preferred and 100,000 shares ($1 par) common. 
Underwriters — Straus & Blosser and Brailsford & Co., 
both of Chicago. Price — $10 a preferred share an@ 
$6.1214%5 a common share. Proceeds — The securities are 
ae eh sold by 12 stockholders who will receive proceeds. 


Mutual Telephone Co., Honolulu 
Oct. 24 filed 150.090 shares ($10 par) preferred. No 
underwriting. Offering—-The shares will be offered for 
subscription to common stockholders. Price — $10 @ 
share. Proceeds—To pay off bank loans used to finance 
construction. Business—Telephone business. 
Myer-Bridges Co., Louisville, Ky. 
Oct. 24 (letter of notification) $250,000 6% cumulative 
preferred ($25 par). Price—$26.50 a share. Underw riter 
—The Bankers Bond Co., Louisville, Ky. To reduce bank 
loans and for working capital. 


@ National Oi! Burner Corp., Newark, N. J.(11/18) 

Nov. 10 (letter of notification), 801 shares ot class A 

(voting) and 781 shares of class B (non-voting). Price— 
(Continued on page 46) 
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$50 per share. Underwriting—None. Purchase of fac- 
tory building, equipment, etc. 
@ Nevada Morarch Consolidated Mines Corp., 

Ontario, Canada 
Nov. 6 (letter of notification) 200,000 shares of common. 
Prics—25 cents a share. To b2 sold to Wm. M. Archibald, 
President of company. No underwriting. For note 
retirement and development of mining property. 

New England Butt Co., Providence, R. I. 

Oct. 22 (letter of notification) 1,000 shares (no par) com- 
mon. Price—¢100 a share. Underwriter—Barrett & Co., 
Providence, R. I. For purchase of machinery and equip- 
ment and for working capital. 

@® North American Oil Co., Baltimore, Md. 

Nv. 7 (letter of notification) 25,000 shares of com- 
mon. FPriee—90 cents a share. Underwriter—Henry 
White & Co., Baltimore, Md. For payment and develop- 
ment of mining lease. 

Northern Indiana Fublic Service Co., Hammond, 

Ind. 

Oct. 29 filed 272,694 shares ($20 par) cumulative pref- 
erence stock. Underwriters—Central Republic Co. Inc., 
Chicago: The First Boston Corp., and Blyth & Co. Inc., 
New York. Offering—For subscription by common 
stockholders on basis of one preferred share for each 
eight commen shares held. Unsubscribed shares will be 
ofiered publicly. Price—$21 a share. Proceeds—To im- 
prove its public utility system. 

Nerthwestern Public Service Co., Huron, S. D. 
Oct. 28 filed 82,000 shares ($3 par) common. Under- 
writirg—To be filed by amendment. Offering—For 
subscription by shareholders on the basis of one share 
for each five shares held. Price—By amendment. Pro- 
ceeds—To be added to general funds. 

G.ange Concentrates Associates, Inc., Boston 
Oct. 21 filed 108,000 shares ($1 par) common. No un- 
derwriting. Offering—The shares are owned by Nation- 
al Research Corp., parent of the registrant, and will be 
offered for purchase by its stockholders. Price—$7.75 a 
shere. Proceeds—National Research will receive pro- 
ceeds. 

Fathe Industries, Inc., Cleveland, Ohio 
Oct. 31 (letter of notification) $300,000 of 5% convert- 
ible subordinated debentures, due 1957. Underwriter— 
Otis & Co., Cleveland. For additional working capital. 


Perfect Circle Corp. 

Oct. 30 (letter of notitication) 5,000 shares ($2.50 par) 
capital stock. To be sold at market through A. G. Beck- 
er & Co., Chicago. The shares are being sold by Macy 
O. Teetor, of New Orleans. 

® i|tciler Paul, Inc., Naugatuck, Conn. 

Nov. 6 (letter of notification) 11,955 shares (no par) 
common, to be offered for subscription at $25 a share 
to present stockholders. No underwriting. For expan- 
sion aid working capital. 

- ijlips Petroleum Co., New York (12/4) 
Oct. 31 filed 1,007,435 shares (no par) common. Under- 
write First Boston Corp., New York. Offering—For 
subscription by common holders of record Nov. 19 in the 
ratio of one new share for each five held. Rights ex- 
pire Dec. 3. Unsubscribed shares will be offered pub- 
licly. Price by ametidment. Proceeds—To repay bank 
loan~ and for working capital. 

{ ublix Shirt Corp., New York 
Oct 5; iled 140,000 shares ($1 par) common. Under- 
writer—Reynolds & Co., New York. Price by amend- 
me:t  lroceeds — The shares are being sold by three 
stockholders who will receive proceeds. Offering tenta- 
tively «expected this month. 

Reading (Fa.) Tube Co. 

Oct. 28 filed 200,000 shares (no par) 50¢ cumulative 
class A and participating stock, 50,000 shares (10¢ par) 
class B s:ock, plus an indeterminable number of class B 
stock issuable upon redemption of the class A _ stock. 
Underwriter—Aetna Securities Corp., New York. Offer- 
ing—cClass A stock will be offered publicly and class B 
stock will be sold to stockholders. Price—$6 a share. 
Procecds—To pay bank loans. 


@ fKefrigerator Doors, Inc., White Plains, N. Y. 
Nov. 19 (letter of notification), 600 shares of non-con- 
vertible preferred stock (par $100). Price—$100 per 
share. Underwriting—None. Purchasing equipment and 
niaierials to manufacture doors. 


@® Ro-“ester Consolidated Mines Co., Dayton, Nev. 
Nov. 7 (letter of notification) 250,000 shares of capital 
stock. Price—50 cents a share. No underwriting. For 
mini~g operations. 

@ Fock Manufacturing Co., Stoughton, Mass. 
Nov. 4 (letter of notification) 1,500 shares ($100 par) 
preferred, to be offered publicly at $100 a share and 
1.500 shares (no par) common to be sold to President 
of firm for $500. Underwriter—A. W. Charbonneau, Pres- 
ident. will solicit subscriptions. To purchase new ma- 
chinery and for working capital. 

® Remec Pump Co., Elyria, O. 

Nov. 7 (Jetter of notification) 39.700 shares (50¢ par) 
common. Price—$2.75 a share. No underwriting. For 
reduction of debt and for working capital. 


Roe Corp., New York (11/18) 
Oct. 27 filed 150,000 shares ($1 par) common. Under- 
writer—Hayden, Stone & Co., New York. Price by 
amerdment. Preceeds — Shares are being sold by two 
stock”»~!ders—145 800 by Robert Z. Greene (President) 
and john F. Moran, of New York. 


@® $7 Antonio (Texas) Machine & Supply Co. 

Nov. 6 (letter of notification) 2,500 shares ($100 par) 
Price—$120 a share. To be offered to present 
No underwriting. For additional-working 
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Sherer-Gillett Co., Marshall, Mich. 
Oct. 24 (letter of notification) 10,000 shares ($1 par) 
common. Price—$6.50 a share. Underwriter—First of 
Michigan Corp., Detroit. For construction purposes and 
for working capital. 

Silver Buckle Mining Co., Wallace, idaho 
Oct. 13 (letter of notification) 1,500,000 shares of (1@c 
par) stock. Price—20 cents a share. Underwriters—F. 
E. Scott, Pennaluna & Co., J. E. Scott and Morris George, 
all of Wallace, Idaho, and John Erickson and Harold 
Gribble, both of Mullan, Idaho. For mine development. 


Silverore Mines, Inc., Wallace, Idaho 
Oct. 28 (letter of notification) 1.345,000 shares of com- 
mon. Company is selling 1,000,000 of the total and the 
balance is being sold by four stockholders. Price—15¢ 
a share. The company will offer the securities directly 
with the aid of L. E. Nicholls & Co. and W. T. Anderson, 
both of Spokane, Wash., as underwriters. The company 
will use its proceeds for mining operations. 

Southeastern Development Corp., sacksonville, 

Fla. 
July 29 (letter of notification) 8,000 units consisting of 
one share ($10 par) 6% cumulative preferred and one 
share ($1 par) common. Price—$12.50 per unit. Under- 
writer—Southeastern Securities Corp., Jacksonville. For 
working capital. 

Southwest Natural Gas Co., Shreveport, La. 
Oct. 20 (letter of notification) 25,000 shares of common 
on behalf of K. M. Craigmyle, President of the company. 
To be sold at market. Underwriter—Craigmyle, Pinney 
& Co., New York. 

Southwestern Cas & Elec. Co., Shreveport, La. 
Nov. 5 filed $7,000,000 30-year first mortgage bonds, 
series B. Underwriting—To be determined at competi- 
tive bidding. Probable Bidders—Halsey, Stuart & Co. 
Inc., Lehman Brothers and Lazard Freres & Co. (jointly); 
White, Weld & Co. and Kidder, Peabody & Co. (jointly); 
Blyth & Co., Inc. and Stone & Webster Securities Corp. 
(jointly); Glore, Forgan & Co. and W. C. Langley & Co. 
(jointly); Harriman, Ripley & Co. Proceeds—To finance 
construction program. 


Speer Carbon Co., St. Mary’s, Pa. (11/18) 
Oct. 28 filed 80,000 shares (no par) common. Under- 
writer-—Lee Higginson Corp., New York. Offering—To 
the public. Price—By amendment. Proceeds—Stock- 
holders are selling 46,234 shares of common and com- 
pany is selling the remainder. Company will use its 
proceeds to defray part of the cost of purchasing its 
leased plant at Punxsutawney, Pa. 


Springfield (Mass.) Fire & Marine Insurance Co. 
Oct. 29 filed 200,000 shares ($10 par) capital stock. 
Underwriters—The First Boston Corp., and Kidder, Pea- 
body & Co., New York. Offering—The shares will be 
offered to stockholders on the basis of one share for 
each 21 shares held. Unsubscribed shares will be sold 
publicly. Price—By amendment. Proceeds—-To be 
added to company’s capital funds. 


® Sterling Engine Co., Buffalo, N. Y. 

Nov. 5 (letter of notification) 5,000 shares of common 
on behalf of Addison F. Vars, board Chairman. To b2 
sold at market through A. G. Becker & Co. as agents. 


® Sunray Oi! Corp. 

Nov. 12 filed $40,000,000 20-year debentures and a new 
issue of cumulative convertible second preferred stock, 
series of 1947 (par $100). The interest rate of the deben- 
tures and the dividend rate of ihe second preferred stock 
will be filed by amendment. Underwriters—Eastman, 
Dillon & Co. heads a group of underwriters. Purpose— 
The financing is in connection with the proposed merger 
of Pacific Western Oil Corp. and Mission Corp. into 
Sunray. The number of shares of second preferred to 
be issued, which also will be filed by amendment, will 
vary between 112,500 and 250,000, depending upon the 
extent to which minority stockholders of Pacific Western 
accept the cash offer of $68 per share which is to be 
made by Sunray. The merger agreement provides that 
outstanding shares of capital stock of Pacific Western 
will be converted into 7/10ths of one share of new 
412% prior preferred stock of Sunray (par $100); each 
cutstanding share of capital stock of Mission will be 
converted into six shares of Sunray common, and each 
outstanding share of 444% cumulative preferred stock, 
series A, of Sunray will be converted into one share of 
prior preferred of Sunray. There will be no change in 
Sunray’s outstanding common stock. The merger will 
result in Sunray’s ownership of approximately 59% 
oi the common stock of Skelly Oil Co. Upon conclusion 
of the merger Sunray will sell to Tide Water Associated 
Oil Co., at $25 per share, the 1,923,447 shares of Tide 
Water nuw owned by Pacific Western and Mission. Pro- 
ceeds—Proceeds from the sale of the securities regis- 
tered together with a $14,000,000 1 to 10-year bank 
loan, proceeds from the sale of the common stock of 
Tide Water and cash from the company’s general funds, 
will be used to purchase shares of Pacific Western capi- 
tal stock, to redeem $20,000.000 Sunray’s 20-year 24%% 
debentures, due July 1, 1966, at 103%4, and to repay 
$9,000,000 1%,% promissory note. 


Thornton Lumber Co., Ravalli, Mont. 
Oct. 27 (letter of notification) 1,152 shares ($100 par) 
common and 1,848 shares ($100 par). 6%- cumulative pre- 
ferred. To be sold at par. Underwriter—L. A. Dona- 
hue, Billings, Mont. For payment of liabilities and con- 


struction of mill. 


@® Union Bag & Paper Corp., New York 

Nov. 12 filed 21,861 shares (no par) capital stock. Under- 
writer—Morgan Stanley & Co., New York. Offering— 
Shares will be offered to stockholders on basis of one 
share for each six held of reeord Dec. 1. Price by 
amendment. Proeceeds—To finance new construction. 
Business—Bag and paper business. 





® United Hardware Co., Kansas City, Mo. 
Nov. 7 (letter of notification) 1,500 shares ($100 par) 
common. Price—$100 a share. No underwriting. For 
organization of usiness. 
@ Washington (D. C.) Gas Light Co. 
Nov. 7 filed 85 000 shares (no par) common. No under- 
writing. Offering—The shares will be offered for sub- 
scription to common stockholders on the basis of one 
share for each five held. Price by amendment. Pro- 
ceeds—To be added to general funds for current con- 
struction program. Business—Public utility. 
® Western Light & Telephone Co., Inc., Kansas 
City, Karsas 

Nov. 6 (letter of notification) 10,000 shares of 5% cumu- 
lative preferred.: Price—$28.50 a share. Underwriters— 
The First Trust Co. of Lincoln, Neb., and Harris, Hall & 
Co. (Ine.), Chicago. For expansion of plant facilities. 

White Motor Co., Cleveland, O. (12/4) 
Oct. 28 filed 275,000 shares ($1 par) stock. Underwriter 
—Hornblower & Weeks, New York. Offering—For sub- 
scription by stockholders of record Nov. 17 on basis of 
one share for each 2!» shares held. Rights expire Dec. 3. 
Unsubscribed shares will be scld publicly. Priee—By 
amendment. Proceeds—For wcrking capital. 

Wickes Corp., Saginaw, Mich. 
Oct. 20 filed 770,000 shares ($5 par) common. No under- 
writing. Offering—To be exchanged for stock of U. S. 
Graphite Corp., Wickes Brothers and Wickes Boiler Co. 
in connection with a plan to merge the three companies 
into the registrant. 
® Wirged Cargo, Inc., Philadelphia 
Nov. 4 (letter of notification) 2,000 shares ($100 par) 
common. Price—$100 a share. To be sold through oiti- 
cers of the company. For business expansion. 


Prospective Offerings 


® Atuminum Industries, Inc. 
Nov. 10 stockholders approved an increase in capital 
from 100,600 to 500,000 shares (no par) common, the 
declaration of a 100% stock dividend and the issuance of 
100,0C0 shares for subscription to stockholders at rate of 
one share for each two shares held. Hallgarten & Co. 
may be underwriter. 
® Baltimore & Ohio RR. 
Nov. 7 reported company planning the issuance of some 
$5,000,000 additional equipment trust certificates. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Salomon Bros. 
& Hutzler; Harris, Hall & Co. (Ine.). 

Chesapeake & Ohio Ry. (11/19) 
Company will receive bids for the purchase of $4,400,000 
equipinent trust certificates, dated Dec. 1, 1947, due 
annually Dec. 1, 1948-1957, at 3400 Terminal Tower, 
Cleveland, ©., up to noon (EST), Nov. 19. 
@ Goodyear Tire & Rubber Co. 
Nov. 18 preferred stockholders will vote on approving 
the creation or assumption of additional funded debt. 


© International Harvester Co. 

Nov. 12 William R. Odell, Jr., Harvester Treasurer, dis- 
closed that the company plans a public offering of se- 
curities in the “next few months” to finance its expan- 
sion program. The underwriting syndicate will be man- 
aged jointly by Glore, Forgan & Co.; Harris, Hall & Co. 
(Inec.), and William Blair & Co. Although no decision 
has been reached as to the type or amount, the bankers 
aud the company were reported planning a debenture 
issue, and $85,000,000 was advanced as the most likely 
wmount. Harvester’s expansion program involves the 
expenditures of $100,000,000 to $150,000,000. 


® Minnesota Power & Light Co. 

Nov. 24 the SEC will hold a hearing on company’s pro- 
posal to reclassify its outstanding 550,000 shares. ($10 
par) common into a like amount of no par shares. Fol- 
lowing reclassification, company plans to sell additional 
common to supply funds to finance its construction pra- 
sram. 

® Southern Pacific Co. (11/24) 

The company is asking for bids on $14,500,000 equipment 
trust certificates, series W, maturing Dec. 1, 1948-57. 
All bids must be received before noon Nov. 24, at Roora 
2117, 165 Broadway, N. Y. City. Proceeds will be ap- 
plied toward a $21,785,790 equipment program. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Salomon Bros. 
& Hutzler. 


@® Western Maryland Ry. (11/18) 

Company has issued invitations for bids to be considered 
Nov. 18 for $3,000,000 124% equipment trust certificates. 
The certificates will be dated Dec. 1, 1947, and are to 
mature semi-annually from June 1, 1948 to Dec. 1, 1952. 
Probable bidders: Halsey, Stuart & Co. Inc.; Salomon 
Bros. & Hutzler. 
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Many of the investment bank- 
ing firms and dealer organizations 
which go to make up the country’s 
underwriting industry spent 
months fretting over the anti- 
trust action which they knew, far 
in advance, the Department of 
Justice was in process of prepar- 
ing. 

Naturally they would rather 
have seen the whole matter 
settled quietly and without the 
fanfare which is certain to at- 


tend the court proceedings 
when the case goes to trial. At 
least that was the feeling 


through the weary months of 
anticipation when the rank and 
file of houses hoped against 
hope that they would not be 
involved in the litigation. 


But with the filing of the civil 
2ction about a fortnight ago, nam- 
ing 17 ot the major investment 
banking firms, there seems to have 
been a pronounced change of heart 
cn the part of many of those who 
escaped being cited. The action 
is now looked upon as perhaps 
the best way to clear up the situ- 
ution which has been hanging fire 
for a long while. 

People involved, as they have 
stated in most instances, welcome 
the litigation as a means of get- 
ting out into the open a matter 
which has been held, so they 
claim, unjustly over their heads. 

And curiously enough, those 
who fretted the most over the pos- 
sibility that their firms would be 
among the ones named are now 
Cecidedly upset for quite the op- 
posite reason. 

Now, it appears, if your firm 
is not listed among the seven- 
teen cited, you are a bit on the 
“small-fry” side. Or at least 
that is reportedly the feeling of 
a few firms who have been sub- 
jected te good-natured banter- 
ing by some of their clients. 


Texas Eastern Offering 

Handled through a nation-wide 
banking syndicate yesterday’s of- 
fering of 3,564,000 shares of no 
par common of the Texas Eastern 

Transmission Corp. met with de- 
cidedly good response. 

One of the largest common 
stock undertakings in many 
months, it was sought after by 
investors who were willing to 
accept the possibilities of ap- 
preciation over a period of years 
in place of immediate dividends. 

Priced at 91% the stock was in 
heavy demand around the coun- 
try presumably helped in no 
small measure by the wide- 
spread publicity given the Big 
and Little Inch Pipelines which 
are its principal assets and the 
likewise well-publicized fuel 
situation. 


Some of the participating un- 
Gerwriters were seeking: stock 
from others in the group in order 
to cover their requirements, ‘ac- 
cording to reports. 


Peabody Coal Bends 


One of the first new issues for 
the account of a coal mining com- 
pany reached the market today. 


‘This deal involves an offering 
of $12,500,000 of new 15-year 
first mertgage series A 4% sink- 
ing fund bonds for the account 
of the Peabody Coal Co 


Handled by Chicago bankers, it 
will provide the company with 
funds needed for construction of 
new mines and for the moderni- 
zation of its present operating 
properties in Hlinois. 


Cleveland Electric 
Recent developments in Cleve- 
Jand Electric Illuminating Co.’s 


financing plans do not mean any 
change in the utility’s policy as 
regards competitive bidding or 
negotiated sale of its securities, 
Elmer L. Lindseth, President, 
states. 

Its recent proposal to sell 
$25,000,000 of new preferred 
stock, via the negotiated route, 
to redeem its outstanding senior 
issue, created quite a furore, it 
will be recalled. Cleveland 
banking interests attacked the 
projected refinancing vigorously 
but the Ohio Public Utilities 
Commission gave the plan its 
blessing. 


However, due to unfavorable 
market conditions as regards pre- 
terred stocks, the company de- 
cided to postpone that undertak- 
ing indefinitely. It now is pre- 
pared to sell $20,000,000 of new 
oonds, by way of competitive 
bidding, to provide part of the 
funds needed for its construction 
program. 


Halsey, Stuart Offers 
Peabody Coal Bonds 


Halsey, Stuart & Co. Ine. heads 
a group which is offering $12,- 
500,000 Peabody Coal Co. first 
mortgage sinking fund _ bonds, 
series A, 4%, due Oct. 1, 1962, at 
100% and accrued interest. The 
proceeds from the financing are 
to be applied largely to the com- 
pany’s construction program ne- 
cessitated by increasing demands 
for its coal. The program includes 
two additional modern Illinois 
mines, modernizing of three 
existing large mines, acquis:tion 
of an additional mine and coal 
reserves and improvement of sub- 
sidiary properties. 

The first mortgage bonds are to 
be secured by an indenture which, 








SITUATIONS WANTED 


TRADER 


Long experience doing order work in 





over-the-counter securities desires 
position. Box M 1023, Commercial 
& Financial Chronicle, 25 Park Place, 
New York 8, N. Y. 








EXECUTIVE 


Presently employed as secretary and 
treasurer of investment firm. Regis- 
tered individual. Twenty-five years 
sound practical experience in manu- 
facturing, mining, finance and secur- 
ities, in ell phases of accounting, 
taxes, S. E. C. and State regulations 
and management in executive capacity. 
Well qualified to assume heavy re- 
sponsibilities. Excellent record. Box 
P 1021. Commercial & Financial 
Chronicle, 25 Park Place, New York 8. 











Junior Security Analyst 


Young college graduate, ac- 
counting major, with 1% 
years’ experience in public 
accounting and financial sta- 
tistical work desires position 
as junior security analyst. 
Please address Box H 1113, 
Commercial & Financial 
Chronicle, 25 Park Place, 
New York 8, N. Y. 























TRADER 


Many years’ experience. All | 
phases over-counter trading, 
specializing utility and in- 
dustrial stocks. Married, Ex- 
cellent references. Contacts. 
Box S116, Commercial & 
Financial Chronicle, 25 Park 
Place, New York 8, N. Y. 











in the opinion of counsel, will) 
constitute a first lien, subject to} 
permissible encumbrances, upon | 
land, unmined coal, coal rights, 
mining machinery and equipment 
owned by the company. In addi- 
tion, all outstanding shares and 
evidences of indebtedness of cer- 
tain subsidiaries will be pledged. 
The bonds will have the benefit 
of a fixed sinking fund designed 
to retire $9,600,000 bonds prior to 
maturity and a contingent sink- 
ing fund based upon earnings 
which may retire an additional 
$250,000 annually, beginning in 
1950. 


A. G. Becker Group Offs. 
Heyden Chemical Debs. 


A. G. Becker & Co., Inc., and 
associates publicly offered on 
Nov. 13 a new issue of $6,000,000 
principal amount of Heyden 
Chemical Corp. 15-year 2%% de- 
bentures, due Nov. 1, 1962. The 
securities are being offered at 
100% and accrued interest, to 
yield 2%% to maturity. 

Of the net proceeds from the 
sale of the debentures, estimated 
at $5,895,000, $2,000,000 will be 
used to prepay a bank loan ob- 
tained last December to provide 








DIVIDEND NOTICES 
THE ATLANTIC REFINING CO. 





DIVIDEND 





At a meeting of the Board of Directors 
held November 3, 1947, a dividend of 
thirty-seven and one-half cents (37%¢) 
per share was declared on the Common 
Stock of the Company, payable Decem- 
ber 15, 1947, to stockholders of record 
at the close of business November 21, 





1947. Checks will be mailed. 
RICHARD ROLLINS 


November 3, 1947 Secretary 








ALLIS- CHALMERS 
——MFG. CO.—— 


PREFERRED DIVIDEND 1. 5 


A quarterly dividend of eighty-one and 
one-quarter cents ($.8114) per share on 
the 34%,% Cumulative Convertible Pre- 
ferred "Stock, $100 par value, of this 
Company, has been declared, payable 
December 5, 1947, to stockholders of 
record at the close of business Novem- 
ber 17, 1947. Transfer books will not 
be closed. Checks will be mailed. 
W. FE. HAWKINSON, 


Secretary-Treasurer. 


November 7, 1947. 
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ALLIS- CHALMERS 
MFG. CO.—— 


COMMON DIVIDEND NO. 94 
A regular quarterly dividend of forty 
cents (40¢) per share upon the issued 
and outstanding Common Stock, without 
par value, of this company, has been de- 
clared, payable December 23, 1947, to 
stockholders of record at the close of 
business December 2, 1947. Transfer 
books will not be closed. Checks will be 
mailed. 
W. FE. HAWKINSON, 
Secretary-Treasurer. 
November 7, 194 











CANADA DRY 
DIVIDEND NOTICE 


The Board of Directors of Can- 
ada Dry Ginger Ale, Incorpo- 
rated, at a meeting thereof held 
on October 28, 1947 declared 
the regular quarterly dividend 
of $1.0625 per share on the 


$4.25 Cumulative Preferred 
Stock and a dividend of $0.15 
per share on the Common Stock; 


both payable January 1, 1948 
to stockholders of record at the 
close of business on December 
10, 1947. Transfer books will not 
be closed. Checks will be mailed. 


Wo. J. WILLIAMS, 
V. Pres. & Secretary 





















































additional working capital. 
proximately $1,300,000 will be 
used to expand the company’s fa- 
cilities in Princeton for the pro- 
duction of anti-biotics, including 
streptomycin. The remaining will 
be added to working capital and 
may be used in part to expand 
plant facilities in Memphis for 
the manufacture of chlorine, caus- 
tic soda and organic chemicals. 


The company and its subsidiar- 
ies manufacture and sell synthetic 
organic chemicals for industrial 
and medicinal uses, as well as 
certain drugs, pharmaceuticals 
and anti-biotics. Consolidated net 
sales for the nine months ended 


Sept. 30, 1947, totaled $16,264,539 | 


Ap- 


| DIVIDEND NOTICES 

















Magma G G 
agma opper ompany 
Dividend No. 101 

On November 10, 1947, a dividend of Twenty- 
five Cents (25c) per share was declared on 
the Capital Stock of MAGMA COPPER 
COMPANY, payable December 15, 1947, to 
stockholders ot record at the close of business 
November 26, 1947. 

H. E. DODGE, Treasurer. 











. s 
Newmont Mining 
Corporation 
| Dividend No. 77 
On November 12, 1947, a year end dividend 
of ONE DOLLAR ($1.00) per share was de- 


and net income for the period was | clared on the Capital Stock of NEWMONT 


$1 940, 262. 





DIVIDEND NOTICES 


ine 25, 


INING CORPORATION, payable Decem- 
1947, to stockholders of record at the 
close of business November 28, 1947. 


GUS MRKVICKA, Treasurer. 











THE BUCKEYE PIPE LINE 
COMPANY 
30 BROAD STREET 
New York, October 29, 1947 


The Board of Directors of this Company has 
this day declared a dividend of Twenty (20c) 
Cents per share on the outstanding capital 
stock, payable December 15, 1947 to share- 
holders of record at the close of business 


November 19, 1947. 
C. O. BELL, Secretary. 











CARBON COMPANY 


One-Hundred and Fourth 
Consecutive Quarterly Dividend 


A quarterly dividend of 50 cents and a 
year-end dividend of 10 cents per share 
will be paid December 10, 1947 to stock- 
holders of record November 24, 1947, 
at 3 P. M. 


GEORGE L. BUBB 
Treasurer 








IOWA SOUTHERN 
UTILITIES COMPANY 


of Delaware 


Dividend Notice 
The Board of Directors has de- 
clared a dividend of 25c a share 
on the Common Stock of the 
Company payable December 15, 
1947 to stockholders of record 
December 1, 1947. 


EDWARD L. SHUTTS, 


President. 
November 10, 1947. 

















LION OLL 
COMPANY 


A regular quarterly div’- 
dend of 50¢ per share and 4 
an extra dividend of 372¢ 
per share have been de- 
clared on the Capital Stock of this Com- 
pany, both payable December 19, 1947, 
to stockholders of record December 1, 
1947. The stock transfer books will re- 
main open. 

E. W. ATKINSON, Treasurer 
November 6, 1947 






PETROLEUM PRODUCTS 














HUNT 
Foows, INC. 


DIVIDEND NOTICE 


The Directors of Hunt Foods 
have declared a regular quar- 
terly dividend of 25 cents per 
share and an extra dividend of 
50 cents per share on the Com- 
mon Stock of the Company, 
beth payable November 30, 1947, 
to stockholders of record at the 
close of business November 15, 
1947, 

Edward Mittelman 
Secretary 


Los Angeles, California 








Imperial Oil Limited 
Toronto 1, Ontario 


NOTICE TO SHAREHOLDERS AND THE 
HOLDERS OF SHARE WARRANTS 
NOTICE is hereby given that a dividend of 
25 cents per share in Canadian currency has 
been declared, and that the same will be pay- 
abie on or after the Ist day of December, 1947, 
in respect of the shares specified in any Bearer 
Share Warrants of the Company of the 1929 
issue upon presentation and delivery of coupons 

No. 68 at: 
THE ROYAL BANK OF CANADA 
King and Church Streets Branch 


Toronto 1, Canada. 
(For convenience coupons are also negotiable 
without charge at any branch of The Reyal 


Caudada im Canada) 

The payment to Shareholders of record at 
the close ui business on the 14th day of No- 
vember, 1947, and waose shares are represented 
by Menlatered Certificates of the 1929 issue, will 
be made by cheque, mailed from the offices of 
the Company on the 28th day of November, 
1947. 

The Transfer books will be closed from the 
15ta day cr November to the 30th day cf 
November, 1947, inc-usive and no Bearer Share 
Warrants will be converted into other denomi- 
nations of Share Warrants during that period. 

The Income Tax Act of the Dominion of 
Canada provides tnat a tax of 15% shall be 
imposed and deducted at the source on all 
d.vidends payable by Canadian debtors to non- 
residents of Canada. The tax will be deducted 
from all dividend cheques mailed to non-resi- 
dent shareholders and tne Company's Bankers 
will deduct the tax wonen paying coupon. io or 
for accounts of non-resident shareho.ders. 
Ownership Certificates (Form No. 600) must 
accompany all dividend coupons presented for 
payment by residents of Canada. 

Shareholders resident in the United States 
are advised that a credit for the Canadian tax 
withheld at source is allowable against the tax 
shown on their United States Federal Income 
Tax return. In ecrder to claim such credit the 
United States tax autnorities require evidence 
of the deduction of sa:d tax, for which pur- 
pose Registered Shareho.ders will recsive with 
dividend cheques a Certificate of Tax Deduction, 
and Bearers of Share Warrants must complete 
Ownership Certificates (Form No. 601) in dup- 
licate and the Bank cashing the coupons will 
endorse both copies with a Certificate relative 
to the deducticn and payment of the tax and 
return one Certificate to the Shareholder. If 
forms No. 601 are not available at local United 
States banks, they can b2 secured from the 
Company's office or The Royal Bank of Canada, 
Toronto. 

Subject 


bank of 














to Canadian regulations affecting 
enemy aliens, non-residents of Canada may con- 
vert this Canadian dollar dividend into United 
States currency or such other foreign currencies 
as are permitted by the general regulations of 
the Canadian Foreign Exchange Control Board 
at the official Canadian Foreign Exchange con- 
trol rates prevailing on the date of presentation 
Such conversion can be effected only through 
an Authorized Dealer, i. e., a Canadian branch 
of any Canadian chartered bank. The Agency 
of The Royal Bank of Canada, 68 William 
Street, New York City, is prepared to accept 
dividend cheques or coupons for. collection 
thrcugh an Authorized Dealer and conversion 
into any permitted foreign currency. 

The Secretary will on request and 
available forward to the holder of any Bearer 
Share Warrant of the Company a copy of the 
Company's annual report for the fiscal year. 

By order of the Board, 

COLIN D. CRICHTON, General Secretary, 
56 Church Street, 
Toronto 1, Ontario. 


5th November, 1947. 


when 





FINANCIAL NOTICE 








SUN CHEMICAL 
CORPORATION 


Earnings Statement for the Twelve 
Months Ended September 30, 1947 


In accordance with the provisions of 
Section 11(a) of the Securities Act of 
1933, as amended, and in compliance 
with agreement with underwriter, the 
Sun Chemical Corporation has made 
generally available to its security 
holders an Earnings Statement of the 
Corporation and its subsidiaries for 
the twelve months ended September 
30, 1947. Such period began after the 
effective date (September 4, 1946) of 
the Company's Registration Statement 
relating to $4,000,000 of 2% % Sinking 
Fund Debentures due August 1, 1966. 
Copies of such Earnings Statement 
will be mailed on request to the Com- 
pany’s security holders. 


SUN CHEMICAL CORPORATION 
| By SHERWOOD M. BONNEY 








Secretary & Treasurer 
100 Sixth Avenue, New York 13, N. Y¥. 
































| November 12, 1947. 








48 (1988) 


THE COMMERCIAL & FINANCIAL 


CHRONICLE 


Thursday, November 13, 1947 





so 





ae 


ce 








vw 


| Tin! Behind -the-Scene Interpretations 
from the Nation’s Capital 


> = 
JULELLY 


«4 Washington... 


And You 


In a capital where reports by the bushel are issued every day, 
it is rare to expect that a single one of these could revolutionize the 
entire outlook for a legislative session—perhaps a major policy for 
years. Yet that is just what the Harriman report appears to have done. 


For one thing, it has cut the 
ground completely out from 
under the drive to use foreign 
aid as a means of stopping the 
personal income tax cut. For 
another, it actually has given 
inferential aid and comfort to 
the proponents of that tax re- 
duction. This report also has 
failed to sustain the Adminis- 
tration’s effort to revive domes- 
tic controls. 

There is close similarity be- 
tween the thinking of the Harri- 
gman committee of citizens and the 
Special Congressional (Herter) 
committee on the subject of for- 


eign aid. : 


Both groups favor foreign aid, 
but they also favor caution. They 
both agree as to the “unreal- 
istic” character of the Paris 
committee’s program for ex- 
panding capital assets. Both are 
in agreement in scaifne down 
the dzoiiar totals in the Paris 
eommittee’s proposals. Both 
favor independent, non-partisan 
administration of foreign aid by 
an independent agency — al- 
though with reconcilable differ- 
ences in detaiis. } 

8 * R 

One of the outstanding con- 
elusions of the Harriman commit- 
fee is its placing of the dollar 
airain upon the U. S. at somewhere 
between $12 and $19 billion. This 
is a lot better than $19 to $22 
billion. In terms of drain by years 
it also is much better. Specifically, 
it means a net of only $5 billion 
above what has been appropriated 
for the calendar year 1948. And 
this includes money for stop-gap 
aid. 


Republicans sponsoring the 
tax cut will not be slow to 
point out that this means only 
$2.5 billien more than already 
budgeted in the present fiscal 
year. If the President follows 
through with his program to 
crack the $37 billion floor on 
Federal expenditures by $2 to 
$3 billion, the overall budgetary 
Situation will not be much 
worse off than it otherwise 
would have been without the 
Marshall Plan. With the sur- 
plus (exclusive of foreign aid) 
expected to rise to $5 to $7 bil- 
lion for the present year, there 
is room for both a tax cut and 
some debt reduction. That is 
what the friends of tax reduc- 
tion will say. 


Overall, the report reduces 
the foreign aid problem to just 
about inanageable proportions. It 
will not be the tremendous thing 
that will overhang the domestic 
economy the Nourse group has 
been thinking. It will not be a 
problem requiring of itself and for 
itself vast increases in govern- 
mental powers and controls. The 
Harriman committee even hinted 
that tax reduction was possible. It 
said the program could be han- 
dled and leave room for “tax ad- 
justment” and debt retirement. 


Thus it may have been more 
than a coincidence that Presi- 
dent Truman abandoned the 
idea of pushing a large-scale 
foreign aid program in the spe- 
cial session—just after getting 
a preliminary look at the Har- 
riman committee report. His 
drive to push full foreign aid 
so as to preclude a tax cut, died 
aborning, He announced that 


7 





the special session would con- 
sider first, stop-gap aid, and 
second, price control. 
Pr Bd bry 
Republicans quickly took the 
cue. Speaker Joe Martin “pre- 
dicted” that the special session 
would not have time to pass both 
stop-gap aid and a permanent 
foreign aid program. What he in 
effect said was that if Truman 
was willing to give up the 
strategy of shoving the long-term 
foreign aid program’ through 
ahead of taxes, Republicans would 
hold off their drive on the income 
tax cut. 


It is generally considered that 
this was smart politics. Repub- 
licans will now avoid casting 
suspicion upon themselves for 
jeopardizing emergency aid for 
Europe for the sake of their 
political objective of a tax cut. 


This does not mean that the 
basic fight is not still the same. 
The fight is over which shall pass 
first, long-term foreign aid or 
the income tax cut. The Admin- 
istration will still try to get for- 
eign aid on the books or on the 
way to enactment first, It may 
still say that this precludes a tax 
cut within a balanced budget. And 
Republicans will still drive for the 
tax cut first, so they won’t be 
boxed up. The row has been de- 
layed until the regular session 
in January. 


The big difference, however, 
is that the Harriman committee 
report takes the starch from the 
Administration’s position. 


In the days ahecd probably 
will be developed the Adminis- 
tration’s rationalization of its ob- 
jectives. Maybe the Administra- 
tion will limit its objectives — 
give in on tax reduction, admit 
the reduced scale of foreign aid, 
get less anxious for domestic con- 
trols. Then there will be sweet 
harmony between the legislative 
and executive branches. 


But this may be doubted. The 
Administration is shifting 
tactics so fast that printers can- 
not set up the latest strategy in 
type before it is abandoned. 


Don’t expect Marriner S. 
Eccles to stay quiet while Dr. 
Edwin G. Nourse, Chairman of 
the President’s Council of Eco- 
nomie Advisers, does all the 
brain trusting on credit and 
economic matters. The Chair- 
man of the Board of Governors 
of the Federal Reserve system 
will be heard from. 


One of the open but not pub- 
licly-expressed “secrets” 


cit is almost exactly equal to her 
dollar out-of-pocket cost of main- 


reduced scale. If England with- 


problem. 


Britain, officials say 


places as Palestine and elsewhere. 
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Short-term money rates are 
bound to rise, in the govern- 








ment view. The Treasury “ceil- 























BUSINESS BUZZ 

















ROSS 
ALexANpeRr 


ee 








of the | 
foreign aid program around Wash- | 
ington is that Britain’s dollar defi- | 


| 


taining her armed forces outside | 
the United Kingdom, even on a} 


draw from world outposts com- | 
pletely, she would have no dollar | 
It’s easier to finance ' 
privately, | 
than to “sell” the U. S. in main-- | 
taining troops in such unpleasant | 


ing” of 1% on l-year money has 
given way in favor of a goal 
of making Treasury issues a lit- 
tle more attractive than some of 
the riskier commercial and con- 
sumer loans, and to effect a 
somewhat higher commercial 
loan rate. However, it takes a 
Treasury issue as much as three 
or four months to rise by \ of 
1%. Officials are complacent 
about the hints that high grade 
corporate issues might rise 0.5% 
beyond the top rate on govern- 
ment long-term loans—a rate, 
incidentally, which will hold for 
the foreseeable future. They say 
that the differential is normal. 
The cracking of the 1% on the 
l-year rate is only the FIRST 
—_ directed at inflation con- 
rol, 


There is now little dovbt that 
home building in 1947 will top 
800,000 units. And the expan- 
sion in construction is expected 


to continue into 1948. With Con- 
gress away, it is not possible to 
measure the effect of this de- 
velopment on public housers, 
but it should cut at least one leg 
off their britches. Their argu- 
ment—that without public sub- 
ventions, housing would not be 
built. Commerce Department 
will issue its forecast of build- 
ing for ’48 in a couple of days, 
showing a total construtcion for 
next year of $15 to $16 billion, 
versus around $12.6 billion this 
year. Industrial construction 


will be down in ’48. But home, 
commercial, and public works 
construction will be up. Builders 
are limiting their real imme- 
diate objective to $500 million 
of Title VI FHA money, the 
soonest possible. 


That controversial thing, the 
secondary market for GI home 
loans, will be revived for one 
class of lenders in the near fu- 
ture, the savings and building and 
loan associations. John H. Fahey’s 
resignation as Chairman of the 
Home Loan Bank Board has been 
expected before the New Year. 
Naming of Howard McGrath as 
Chairman of the Democratic Na- 
tional committee, may delay this. 
Home Loan Bank Board hopes to 
make the share-holding “savings 
and loan” institution something 
like two or three times as im- 
portant as it now is in the savings 
picture. 


If farm groups do not agree 
upon the outlines of a revised 
farm program in the next two 
or three months, look for Con- 
gress to continue the 90% sup- 
ports “temporarily” for another 
year. If farm groups agree, 
there can be revised farm iegis- 
lation. For neither Republicans 
nor Democrats can get very far 
on farm legislation without ma- 
jority support of the farm lob- 
bies. Target of a discussed agree- 
ment: Still government supports 
and government controls, but 





lighter supports and smaller 


controls, except for tobacco and 
one or two other crops which 
want to be the heavily con- 
trolled and supported. 
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